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OPINION 





34-17274 ALBERT S. PITTS 

Where registered principal of mem- 
ber firm of registered securities 
association unlawfully sold 
unregistered securities, and offering 
circulars failed to disclose his extra 
sales compensation, held, associ- 
ation’s findings of violation sus- 
tained, and sanctions affirmed. 
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SECURITIES ACT OF 1933 
Release No. 6255/November 6, 1980 


In the matter of 


O'MELVENY & MYERS RETIREMENT PLAN AND 
TRUST AGREEMENT FOR PARTNERS 

611 West Sixth Street 

Los Angeles, CA 90017 


(18-67) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 FOR AN ORDER 
EXEMPTING FROM THE PROVISIONS OF SECTION 5 
OF THE ACT INTERESTS OR PARTICIPATIONS 
ISSUED IN CONNECTION WITH THE O'MELVENY & 
MYERS RETIREMENT PLAN AND TRUST 
AGREEMENT FOR PARTNERS 


NOTICE IS HEREBY GIVEN that the law firm of 
O'Melveny & Myers (the “Firm” or “Applicant”), a 
California partnership, has by letter dated December 
6, 1979, applied for an exemption from the 
registration requirements of the Securities Act of 
1933 (the “Act”’) for any participations or interests 
issued in connection with its Retirement Plan and 
Trust Agreement for Partners (the “Plan”) for 
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qualifying partners of the Applicant. All interested 
persons are referred to the application, which is on 
file with the Commission, for the facts and 
representations contained therein, which are 
summarized below. 


|. Introduction 


The Plan covers all of Applicant’s qualifying 
partners, of whom there were 66 active and 8 retired 
as of August 2, 1979. The Plan provides that a 
partner is eligible to participate as of the date he or 
she becomes a member of the Partnership. 
Participation is voluntary and each partner becomes 
a Plan “participant” on the December 31st following 
his or her satisfaction of the eligibility requirements. 


The Plan is of a type commonly referred to as a 
“Keogh” plan, which covers persons (in this case 
certain partners) who are “employees” within the 
meaning of Section 401(c)(1) of the Internal 
Revenue Code of 1954, as amended (“Code”). 
Therefore, even though the Plan is qualified under 
Section 401 of the Code, the exemption provided by 
Section 3(a)(2) is inapplicable to the interests in the 
Plan, absent an order of the Commission. 


In relevant part, Section 3(a)(2) provides that the 
Commission may exempt from the provisions of 
Section 5 of the Act any interest or participation 
issued in connection with a pension or profit-sharing 
plan which covers employees, some or all of whom 
are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Il. Description and Administration of the Plan 


The Plan became effective on January 1, 1963, and 
was amended effective January 1, 1976 and further 
amended on December 31, 1977, August 14, 1978 
and August 1, 1979. Applicant states that the 
Internal Revenue Service (“IRS”) has issued a ruling 
to the effect that the Plan is a qualified one under 
Section 401(a) of the Internal Revenue Code of 1954 
(“Code”). The Plan is an employee pension benefit 
plan subject to the full fiduciary, reporting and 
disclosure requirements of the Employee 
Retirement Income Security Act of 1974 (“ERISA”). 
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Participation in the Plan is voluntary. To become a 
participant a Partner may contribute, or cause the 
Partnership to contribute on his or her behalf to the 
Plan, up to a certain percentage of his or her 
Partner's Earnings each year. Subject to certain 
limitations under the Plan, participants may further 
contribute up to, an amount equal to 10% of his or 
her aggregate earning during his or her participation 
in the Plan, less the amount of the deductible 
contribution described in the preceding sentence. 


The Plan is administered by a committee (the 
“Committee”) appointed by the Management 
Committee of the Partnership. The Committee has 
overall responsibility and authority in connection 
with the Plan, including the right to determine all 
questions relating to eligibility to participate, to 
determine, compute and certify to the Trustee under 
the Plan the amount and kind of benefits payable to 
participants, to authorize all disbursements by the 
Trustee from the Trust and to make rules for the 
regulation of the Plan. 


The trust agreement contains provisions for 
separate investment funds. Fund Ais an equity fund, 
Fund B is a fixed income fund, Fund C is a cash 
equivalent fund, Fund D is a managed equity fund, 
and Fund E consists of individually managed 


accounts. The Trustee is solely responsible for for 
investment of amounts contributed to the Plan and 
held in Fund A and in Fund B. The Committee is 
responsible for the investment of amounts held in 
Fund C and in Fund D, except to the extent, pursuant 
to the Plan, the Committee delegates the 
management of such Fund assets to a separate 
Investment Manager. The investment of amounts in 
Fund E accounts is directed by _ individual 
participants. Each participant designates whether 
and to what extent his or her contributions are to be 
credited to Fund A, Fund B, Fund C, Fund D or Fund 
E. 


Applicant contends that were the Firm a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” 
within the meaning of Section 401(c)(1) of the Code 
would participate in the Plan. Applicant argues that 
the mere fact that it conducts its business as a 
partnership rather than as a corporation should not 
result in a requirement that interests in the Plan be 
registered under the Act. 
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Applicant also states that it is engaged in furnishing 
legal services which involve financially 
sophisticated and complex matters, exercises 
extensive admininstrative control over the Plan, and 
believes that it is able to represent adequately its 
own interests and those of its partners without the 
protection of the registration requirements of the 
Act. Applicant believes that the rigorous disclosure 
requirements of ERISA and the fiduciary standards 
and duties imposed thereunder are adequate to 
provide full protection to the participants. 


Finally, Applicant argues that the characteristics of 
the Plan are essentially typical of those maintained 
by many single corporate employers and that the 
legislative history of the relevant language in Section 
3(a)(2) of the Act does not suggest any intent on the 
part of Congress that interests issued in connection 
with single-employer Keogh plans _ necessarily 
should be registered under the Act. Applicant argues 
that its Plan is distinguishable from multi-employer 
plans or uniform prototype plans designed to be 
marketed by a sponsoring financial institution or 
promoter to numerous unrelated self-employed 
persons and that these latter plans are the type of 
plans Congress intended to exclude from the Section 
3(a)(2) exemption. 


For all of the foregoing reasons, Applicant believes 
that the Commission should issue an order finding 
that an exemption from the provisions of Section 5 of 
the Act for interests or participations issued in 
connection with the Plan is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 2, 1980 at 5:30 
p.m., submit to the Commission a request for a 
hearing on the matter, accompanied by a statement 
of the naure of his or her interest, the reasons for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he or she may 
request to be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. An order disposing of the matter 
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will be issued as of course following December 2, 
1980 unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16986B/November 3, 1980 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-AMEX-80-13) 


ORDER GRANTING EFFECTIVENESS TO PROPOSED 
RULE CHANGE 


On July 28, 1980, Securities Exchange Act Release 
No. 16986A was issued staying the effective date of 
the approval of a proposed rule change by the 
American Stock Exchange, Inc. (“Amex”) (SR-Amex- 
80-13) until notice was received that all action 
required for effectiveness was completed. 


On October 27, 1980, Amex filed notice with the 
Commission that the Exchange membership has 
approved the proposed rule change, completing the 
necessary requirements. 


The rule change will amend the Amex Constitution 
and rules to eliminate the requirement that the 
principal purpose of every member and member 
organization be the transaction of business as a 
broker or dealer in securities. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17263/October 31, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-80-26 


The Chicago Board Options Exchange, Incorporated 
submitted on October 24, 1980, a proposed rule 
change under Rule 19b-4 to require that members 
effecting transactions with an Order Book Official 
(“OBO”) obtain an oral confirmation from the OBO or 
his staff as to the material terms of the transaction. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
November 7, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-80-24. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provision of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17264/October 31, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MUNICIPAL 
SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-80-10 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted, on October 22, 1980, a 
proposed rule change under Rule 19b-4 to amend 
MSRB rule A-3 relating to membership on the Board. 
The proposed rule change would alter the 
nomination and election procedures of the MSRB by 
revising the dates by which certain actions must be 
taken and by providing that, in the event additional 
industry candidates are nominated, the candidate 
receiving a plurality of votes cast would be elected. 
Previously a simple majority was required, with a 
run-off election held if no candidate received more 
than 50% of the vote. Proposed rule A-3 would also 
eliminate all references to initial Board members. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Act. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 


November 3, 1980. In order to assist the 
Commission in determining whether to abrogate the 
proposed rule change, interested persons are 
invited to submit written data, views, and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-10. 


Copies of the submission, all subsequent 
amendments, and all written statements with 
respect to the proposed rule change which are filed 
with the Commission, and of all written 
communications relating to the proposed rule 
change between the Commission and any person, 
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other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17265/October 31, 1980 


FOCUS REPORTING SYSTEM: REQUIREMENTS FOR 
FINANCIAL REPORTING. 


ACTION: Extension of comment period. 


SUMMARY: On September 9, 1980, the Commission 
published for comment proposed amendments to 
Form X-17A-5, the Financial and Operational 
Combined Uniform Single (“FOCUS”) Report and 
Rule 17a-5 under the Securities Exchange Act of 
1934. In Release No. 34-17213, October 14, 1980, 
the period for public comment was extended until 
October 31, 1980. The Commission is further 
extending the period for submitting comments until 
November 30, 1980. 


DATE: Comments must be received on or before 
November 30, 1980. 


ADDRESSES: All comments should be directed in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Room 892, 
500 North Capitol Street, Washington, D.C. 20549. 
Comments should refer to File No. S7-851 and will 
be available for inspection at the Commission’s 
Public Reference Room, Room 6101, 1100 L Street, 
N.W. Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: James G. 
Moody, Division of Market Regulation, Securities and 
Exchange Commission, Washington, D.C. 20549 
(202)272-2370; or William J. Atkinson, Directorate 
of Economic and Policy Analysis, Securities and 
Exchange Commission, Washington, D.C. 20549 
(202)523-5493. 


SUPPLEMENTARY INFORMATION: On September 9, 
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1980, the Commission published for comment 
Proposed Amendments to Part I, Part Il, and Part IIA 
of Form X-17A (17 CFR 249.617), the Financial and 
Operational Combined Uniform Single (“FOCUS”) 
Report and Rule 17a-5 (17 CFR 240.17a-5) under 
the Securities Exchange Act of 1934. The proposed 
amendments would revise the Form so as to clarify 
certain financial and operational reporting 
requirements of securities brokers and dealers, to 
require more detailed reporting of some items, and 
to eliminate or consolidate other items. Rule 17a-5 
would be amended to require the filing of two copies 
of the annual audited report at the Commission’s 
headquarters’ office instead of the single copy now 
required. 


Notice of the request for comments was given by 
Securities Exchange Act Release No. 34-17138 
(September 9, 1980) and by publication in. the 
Federal. Register (45 FR 62092 (September 19, 
1980)). Interested persons were invited to submit 
written comments prior to October 15, 1980. In 
Release No. 34-17213, October 14, 1980; 45 FR 
69248, October 20, 1980, the period for public 
comment was extended until October 31, 1980. 
Based on the comments received thus far, the 
Commission feels it would be in the public interest 
to further extend the comment period. 


Accordingly, the Commission today has extended 
the period for the submission of written comments 
concerning the foregoing proposed amendments 
until November 30, 1980. 


Finally, it is not expected that any changes in Part II 
of the FOCUS Report pursuant to Securities 
Exchange Act Release No. 17138 can be adopted 
before sometime in 1981. It is anticipated, however, 
that if any changes in Part II of the FOCUS Report are 
made in 1981, the first filing of the revised Part II 
would cover the period from January 1, 1981 to the 
date of the first Report and thus provide the income 
data necessary for monitoring. Firms will continue to 
file the current Part Il in regular course until any 
revisions are adopted. All interested persons are 
invited to comment on the feasibility and impact of 
this implementation process, as well as the changes 
proposed in Release No. 17138. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17266/October 31, 1980 


An order has been issued granting the application of 
NATIONAL EDUCATION CORPORATION to withdraw 
its capital stock (no par value) from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release no. 17267/November 3, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-80-27 


The American Stock Exchange, Inc. (“Amex”) 
submitted on October 17, 1980, a proposed rule 
change under Rule 19b-4 to incorporate Securities 
Exchange Act Rules 19c-1 and 19c-3! as Amex Rule 
5(c). Rule 19c-3, which is required to be 
incorporated within the rules of each national 
securities exchange, provides that an exchange may 
not prohibit its members, member organizations, or 
affiliated persons from effecting over-the-counter 
transactions in any equity security that, subject to 
certain exceptions, is not a “covered security” as that 
term is defined in Rule 19c-3.? 


The proposal also would rescind Amex Rule 189, 
which probibits off-floor purchases by a specialist, 
and Amex Rule 550, which prohibits participation by 
Amex members and member organizations in off- 
floor secondry distributions of securities traded on 
the Amex, would be modified to permit such 
participation when the distribution is made on an 
agency basis or does not involve a “covered security” 
as defined in Rule 19c-3. 





117 CFR 240.19c-1, 240.19c-3. Rule 19c-3 recently 
was adopted by the Commission in Securities 
Exchange Act Release No. 16888 (July 11, 1980), 45 
FR 41125 (June 18, 1980), 20 SEC Docket (June 24, 
1980). 


2In general, covered securities include any equity 
security that initially was listed and registered on a 
national securities exchange on or after April 26, 
1979. For further explanation, see Rule 19c-3(b)(3). 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
November 3, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-80-27. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 


office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17268/November 3, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-80-26 


The American Stock Exchange, Inc. submitted on 
October 27, 1980, a proposed rule change under 
Rule 19b-4 to adopt as Amex Rule 620 a simplified 
small claim arbitration procedure for resolving 
disputes between Amex members or member 
organizations where the amount in dispute is $5000 
or less. The proposed rule is similar to Amex Rule 
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619 which currently governs small claim disputes 
between public customers and Amex members or 
member organizations. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
November 3, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publications in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-80-26. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17269/November 4, 1980 


In the Matter of Applications of the 


BOSTON STOCK EXCHANGE, INC. 
For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Boston Stock Exchange (“BSE”) has filed 
applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another 
national securities exchange:' 


Akzona Inc. 
Common Stock, $1.25 Par Value (File No. 7-5745) 


Automatic Data Processing, Inc. 
Common Stock, $.10 Par Value (File No. 7-5746) 


Bache Group, Inc. 
Common Stock, $2, Par Value (File No. 7-5747) 


Bay Financial Corp. (Del.) 
Common Stock No Par Value (File No. 7-5748) 


Belden Corp. 
Common Stock, $5 Par Value (File No. 7-5750) 


Benguet Corporation 
Common Stock Class B, .77 (Philippine Currency) 
(File No. 7-5751) 


Beverly Enterprises 
Common Stock, $.10 Par Value (File No. 5752) 


Castle & Cooke, Inc. 
Common Stock, No Par Value (File No. 7-5753) 


Chris-Craft Industries, Inc. 
Common Stock, $.50 Par Value (File No. 7-5754) 


Consolidated Oil & Gas Co. 
Common Stock, $.20 Par Value (File No. 7-5755) 


Crestmont Oil & Gas Co. 
Common stock, $1 Par Value (File No. 7-5756) 
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Crouse-Hinds Co. 
Common Stock, $1 2/3 Par Value (File No. 7-5757) 


Dataproducts Corp. 
Common Stock, $.10 Par Value (File No. 7-5758) 


Di Giorgio Corp. 
Common Stock, $2.50 Par Value (File No. 7-5759) 


DMG, Inc. 
Common Stock, No Par Value (File No. 7-5760) 


The Commission finds that approval of the BSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
BSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardiess of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Act [17 CFR 240.11Aa3-1]. The 


availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the BSE are 
executed at prices which are reasonably related to 


those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the BSE 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 





1Notice of these applications was given by 
publication in the Federal Register. 45 FR 69078 
(October 17, 1980). The Commission has received 
no comments with respect to these applications. 
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ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the application for 
unlisted trading privileges on the Boston Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17270/November 4, 1980 


A notice has been issued giving interested persons 
until November 26, 1980 to comment on the 
applications of the Midwest Stock Exchange for 
unlisted trading privileges in three stocks which are 
listed and registered on one or more other national 
securities exchanges and are reported in the 
consolidated transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17271/November 5, 1980 


In the Matter of 

MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 

Chicago, Illinois 60603 

(SR-MSE-80-8) 


ORDER APPROVING PROPOSED RULE CHANGE 


On May 13, 1980, the Midwest Stock Exchange, 
Incorporated filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 
19b-4 thereunder, copies of a proposed rule change 


which amends its recordkeeping requirement 
regarding transactions effected in margin accounts 
and amends its advertising rule regarding 
examination authority. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-17141, 
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September 9, 1980) and by publication in the 
Federal Register (45 FR 61840, September 17, 
1980). All written statements with respect to the 
proposed rule change which were filed with the 
Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person were considered and 
(with the exception of those statements or 
communications which may be withheld from the 
public in accordance with the provisions of 5 U.S.C 
§552) were made available to the public at the 
Commission’s Public Reference Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rule and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17272/November 5, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11429/November 5, 1980 


INVESTMENT ADVISORS ACT OF 1940 
Release No. 737/November 5, 1980 


DELEGATION OF AUTHORITY TO THE DIRECTOR OF 
THE OFFICE OF OPINIONS AND REVIEW 


ACTION: Final rule. 


SUMMARY: The Commission is amending its Rules 
of Organization to delegate to the Director of the Office 
of Opinions and Review the authority to rule on 
motions to stay final Commission orders in 
disciplinary proceedings pending appeal to the 
federal courts; motions to stay disciplinary action 
taken by a self-regulatory organization pending 
review of that action by the Commission; and 
requests for oral argument in appeals from 
disciplinary or exclusionary action taken by self- 
regulatory organizations. The Commission believes 
that it will facilitate timely disposition of these 
applications if authority.to rule on them is delegated 
to the Director of the Office of Opinions and Review. 


EFFECTIVE DATE: November 5, 1980. 


FOR FURTHER INFORMATION CONTACT: William S. 
Stern, Director, Office of Opinions and Review, 500 
North Capitol Street, Washington, D.C. 20549, 
(202)272-2450. 


SUPPLEMENTARY INFORMATION: The 
Commission adjudicates appeals both from 
disciplinary action assessed by its admininstrative 
law judges in cases instituted by the Commission 
under the securities acts and Rule 2(e) of its Rules of 
Practice, and from disciplinary action taken by 
various self-regulatory organizations. It has the 
authority to stay its orders affirming or modifying 
such action pending appeal of those orders to the 
federal courts. It also has the authority to stay 
disciplinary action taken by a self-regulatory 
organization pending Commission review of that 
action. In addition, pursuant to Rule 19d-3(f) under 
the Securities Exchange Act (17 CFR §240.19d- 
3(f)), the Commission has discretion to grant or deny 
oral argument in connection with appeals from 
disciplinary or exclusionary action taken by self- 
regulatory organizations pursuant to Section 
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19(d)(2) of the Act. The Commission believes that 
the determination of stay applications and requests 
for oral argument in the above situations would be 
greatly facilitated by delegating those 
determinations to the Director of the Office of 
Opinions and Review. Accordingly, the Commission, 
acting pursuant to the Act of August 20, 1962, Publ. 
L. No. 87-592, 76 Stat. 394 (15 U.S.C. 78d-1, 78d- 
2), hereby amends Section 200.30-8 (17 CFR 
§200.30-8) of the Commission’s rules relating to 
general organization by adding new paragraphs 
(a)(4), (a)(5) and (a)(6) to delegate to the Director of 
the Office of Opinions and Review authority to 
determine stay applications and requests for oral 
argument as set forth above. 


The Commission finds, in accordance with 5 U.S.C. 
§553(b)(A) and 5 U.S.C §553(d) of the 
Admininstrative Procedure Act, that the foregoing 
action relates solely to agency organization, 
procedure, or practice and that notice and public 
procedures in accordance with 5 U.S.C. §553 are not 
necessary pursuant to subsection (b) thereof and 
that, in view of the foregoing action does not impose 
any burden on competition. 


Part 200 of Title 17 of the Code of Federal 
Regulations is amended by adding paragraphs 
(a)(4), (a)(5), and (a)(6) to §200.30-8, as follows: 


PART 200-ORGANIZATION: CONDUCT AND 
ETHICS; AND INFORMATION AND REQUESTS 


§200.30-8 Delegation of authority to Director of 
Office of Opinions and Review. 


* eK K * 
(a) an 


(4) With respect to disciplinary proceedings 
conducted or reviewed pursuant to the provisions of 
the Securities Exchange Act of 1934 (15 U.S.C. 
78(a), et seq.), the Investment Company Act of 1940 
(15 U.S.C. 80a-1, et seq.), the Investment Advisers 
Act of 1940 (15 U.S.C 80b-1, et seq.), and the 
provisions of Rule 2(e) of the Commission’s rules of 
practice (§201.2(e) of this chapter), to determine 
applications to stay Commission orders imposing, 
affirming, or modifying sanctions pending appeal of 
those orders to the federal courts. 


(5) With respect to disciplinary review proceedings 
pursuant to sections 19(d) and (e) of the Securities 


Volume 21, No. 6, November 18, 1980 





Exchange Act of 1934 (15 U.S.C. 78s(d) and (e)), to 
determine applications for a stay of disciplinary 
action taken by a self-regulatory organization 
pending Commission review of that action. 


(6) In connection with Commission review of 
disciplinary and exclusionary actions taken by self- 
regulatory organizations, pursuant to sections 19(e) 
and (f) of the Securities Exchange Act of 1934 (15 
U.S.C. 78s(e) and (f)), to grant or deny requests for 
oral argument in accordance with the provisions of 
§240.19d-3(f) of this chapter. (Pub. L. No. 87-592, 
76 Stat. 394 (15 U.S.C. 78d-1, 78d-2)). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17273/November 5, 1980 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
common Stock ($1 par value), 5 1/4% Convertible 
Subordinated Debentures due 3-1-93, 7 1/4% 
Sinking Fund Debentures due 3-1-93, 11% 
Subordinated Debentures due 12-1-99, and 12% 
Sinking Fund Debentures due 12-1-99 of WHITE 
MOTOR CORPORATION from listing and registration 
theron. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17274/November 6, 1980 


Admin. Proc. File No. 3-5829 

In the Matter of the Application of 

ALBERT S. PITTS 

415 East Baltimore Avenue 

Media, Pennsylvania 

FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


OPINION OF THE COMMISSION 
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REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS. 


Violations of Rules of Fair Practice 

Sales of Unregistered Securities 

Failure to Disclose Compension 
Where registered principal of member firm of 
registered securities association unlawfully sold 
unregistered securities, and offering circulars failed 
to disclose his extra sales compensation, held, 
associations’ findings of violation sustained, and 
sanctions affirmed. 


APPEARANCES: 


Albert S. Pitts, pro se. 


Andrew McR. Barnes and Peter J. Chepucavage, for 
the National Association of Securities Dealers, Inc. 


Albert S. Pitts, a registered principal of a member 
firm of the National Association of Securities 
Dealers, Inc. (“NASD”), appeals from NASD 
disciplinary action. The NASD found that, during the 
period from September 1 through December 31, 
1976, applicant unlawfully sold unregistered 
securities and that, in connection therewith, 
investors were furnished offering circulars that failed 
to disclose material facts. It censured Pitts, fined 
him $25,000 and suspended him for one year from 
association with any NASD member.' Our findings 
are based on an independent review of the record. 


On August 15, 1976, Pitts contracted with an affiliate 
of Cal-Am Corporation to sell interests in various 
limited partnerships whose general partners were 
Cal-Am and companies and persons affiliated 
therewith. The partnerships, whose capitalization 
ranged from $150,000 to $500,000, were formed to 
acquire and operate various coal mining leases, and 
offered investors an attractive tax write-off. Interests 
in these ventures were sold pursuant to claimed 





1The NASD also assessed costs. 
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private offering exemptions from the registration 
provisions of the Securities Act. Pitts sold interests 
totaling $320,000 in eight of these limited 
partnerships to 21 investors. In addition, in his 
capacity as wholesaler for Cal-Am’s mid-Atlantic 
regions,’ Pitts participated in the sale of interests 
totaling about $3.6 million in eight partnerships, 
including four which Pitts had not sold directly, toan 
additional 56 customers.? 


Applicant claims that the various Cal-Am offerings 
were entitled to private offering exemptions from 
registration pursuant to Section 4(2) of the 
Securities Act and Rule 146 thereunder.* However, it 
is well settled that the burden of establishing the 
availability of an exemption from registration rests 
upon those who claim. it.® Pitts failed to meet that 
burden. 


Rule 146 place a limit of 35 on the number of 
persons who may purchase a single offering of 
securities.° We agree with the NASD that all of the 
purportedly separate offerings of Cal-Am coal 
partnerships sold by or through Pitts constituted a 
single integrated offering. Whether a series of 
securities offerings should be integrated is a 
question of fact to be determined by the 
consideration of various criteria, any one or more of 
which may be determinative.’ Here, all of the 
offe.ings involved the same class of security; they 
were all made at the same period of time; they were 
all offered for the same type of consideration; and 
they all had the same general purpose. Indeed, 
applicant acknowledges that the different offering 
circulars were all identical except for the property 
descriptions. In addition, the various Cal-Am 
offerings were treated interchangeably. Pitts 
admitted that he knew of one instance where a 
customer was given an interest in one partnership 
after having paid for an interest in another, and that 
he understood that the same thing had happened in 
the case of other investors. 


We are convinced that the sale of interests in the 
various Cal-Am limited partnerships constituted a 
single, integrated offering. Accordingly, since sales 
of these interests were not limited to 35 persons, no 
exemption fruin registration was available under 
Rule 146. Moreover, Pitts failed to show, in 
accordance with Rule 146(d)(2), that, immediately 
prior to the sales in question, he had reasonable 
grounds to believe that the offerees, either alone or 
together with their representatives, were capable of 
evaluating the merits and risks of their prospective 
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investments. 


Applicant maintains that, even if Rule 146 is 
inapplicable, the Cal-Am offering still qualifies for an 
exemption under Section 4(2) because the offering 
circulars assertedly made all of the necessary 
disclosure. Initially, we note that Pitts failed to show 
that all purchasers and offerees received anoffering 
circular. Moreover, as noted below, the circulars did 
not disclose Pitts’ compensation for his role in the 
distribution. In any event, “mere disclosure of the 





2As wholesaler, Pitts contacted a number of broker- 
dealers in his region and acquainted them with the 
Cal-Am offerings. He testified that he only dealt with 
NASD member firms, not individuals, and required 
each firm to report to him the name of each 
customer and the partnership in which the customer 
purchased an interest. 


3Pitts admitted that many of the broker-dealer firms 
in his region relied on him for their “due diligence” 
investigations. 


‘Section 4(2) of the Act exempts from registration 
“transactions by an issuer not involving any public 
offering.” Rule 146 prescribes a non-exclusive 
method for obtaining the exemption provided by 
Section 4(2). 


See S.E.C. v. Ralston Purina Co., 346 U.S. 119, 126 
(1953); United States v. Custer Channel Wing 
Corporation, 376 F.2d 675, 678, (C.A. 4, 1967), cert. 
denied, 389 U.S. 850; Hill York Corporation v. 
American International Franchises, Inc., 448 F.2d 
680, 690 (C.A. 5, 1971). 


®Rule 146(g). 


7See S.E.C. v. Murphy, F.2d (C.A. 9, July 23, 1980); 
Mark E. O'Leary, 43 S.E.C. 842, 847 (1968), aff'd, 
424 F.2d 908 (C.A.D.C., 1970), and authorities there 
cited; Apex Financial Corporation, Securities 
Exchange Act Release No., 16749 (April 16, 1980), 
19 SEC Docket 1221; Securities Act Release No. 
4552 (November 6, 1962). 


8Pitts failed to substantiate his claim that each 
partnership was an independently viable mining 
operation. See S.E.C. v. Murphy, supra. 
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same information that would be contained in the 
registration statement does not assure exemption” 
from registration.’ In determining the availability of a 
private offering exemption, a primary consideration 
is whether the offering is made to persons who 
possess the necessary sophistication and are able to 
fend for themselves.'° Aside from his own 
conclusionary statements,'! Pitts produced no 
evidence that any of the Cal-Am offerees met that 
standard. Accordingly, he did not meet his burden of 
establishing that the Cal-Am offering was entitled to 
an exemption under Section 4(2).'? 


Pitts also asserts that he reasonably relied on the 
advice of counsel that an exemption from 
registration was available.‘ However, one 
“consultation” on which Pitts purportedly relied was 
admittedly “informal conversation” of about ten 
minutes during which no mention of Cal-Am or Rule 
146 was made and no advice was given “for the 
record.” A second attorney testified that he could not 
recall what advice he had given Pitts. In any event, 
although reliance on counsel may be a mitigative 
factor, it cannot relieve Pitts of responsibility for his 
violations of registration provisions." 


As we have often pointed out, persons such as Pitts 
“have a responsibility to be aware of the 
requirements necessary to establish an exemption 
from the registration requirements of the Securities 
Act, and should be reasonably certain that such an 
exemption is available before engaging in 
transactions which raise a question of compliance 
with those requirements.”!® Pitts was admittedly 
aware that there were at least 150 purportedly 
separate Cal-Am coal partnerships being offered to 
the public, and that he was dealing with what he 
himself characterized as a “gray area.” 


We conclude that the NASD’s findings of violation 
with respect to applicant’s sales of unregistered 
securities should be affirmed. 


The NASD found that Pitts failed to comply with high 
standards of commercial honor and just and 
equitable principles of trade in that the Cal-Am 
offering circulars that were furnished to investors 
failed to disclose compensation that was paid to Pitts 
by Legal Mortgage Corporation (“LMC”), a company 
under common control with Cal-Am. The pertinent 
facts are as follows. 
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In addition to a salary, LMC paid Pitts an override on 
all sales made by the _ broker-dealers that Pitts 
enlisted in the Cal-Am sales effort. The override 
amounted to 3% of the gross dollar amount invested 
in Cal-Am limited partnerships, and Pitts was paid 
about $109,000 of such compensation during the 
period in question. 


Moreover, in November 1976, Pitts received two 15- 
year loans of $9,000 and $24,000, respectively, from 
LMC. The loans were made to finance applicant’s 
investments in two Cal-Am limited partnerships, and 
the purchased securities served as collateral for the 
loans. LMC has recourse only against the collateral, 
at the loans’ maturity, to recover principal and 





9$.E.C. v. Continental Tobacco Co., 463 F.2d 137, 
160 (C.A. 5, 1972). See also Hill York Corp. v. 
American International Franchises, Inc., supra, 448 
F.2d at 688 n. 5; Doran v. Petroleum Management 
Corp., 545 F.2d 893, 906-907 (C.A. 5, 1977); 
Securities Act Release No. 5487 (April 23, 1974), 4 
SEC Docket 154, 155. 


10S.E.C. v. Ralston Purina Co., supra, 346 U.S. at 125; 
Thomas A. Sartain, Sr., Securities Exchange Act 
Release No. 16561 (February 8, 1980), 19 SEC 
Docket 562, 566; Securities Act Release No. 5487, 
supra. 


We reject Pitts’ suggestion that persons in higher 
tax brackets are necessarily sophisticated investors. 


12As one court has stated, the evidence justifying an 
exemption “must be... explicit, exact, and not built 
on conclusionary statements of the [applicant].” 
Lively v. Hirschfeld, 440 F.2d 631, 633 (C.A. 10, 
1971). 


13Pitts further notes that the “offering memoranda 
were prepared by counsel for the limited 
partnerships.” However, Pitts could not rely on that 
fact in determining the legality of the Cal-Am 
distribution. See. M.V. Gray Investments, Inc., 44 
S.E.C. 567, 569 (1971). 


4See, e.g., Mark E. O'Leary, supra. 43 S.E.C. at 848. 
1SMerrill Lynch, Pierce, Fenner & Smith 
Incorporated, 45 S.E.C. 185, 188 (1973). See also 


Quinn & Company v. S.E.C. 452 F.2d943, 946-947 
(C.A. 10, 1971), cert. denied, 406 U.S. 957 (1972). 
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accrued interest of 10% per annum. In the interim, 
75% of total receipts from the collateral was to be 
applied to reduce the loan balances. We agree with 
the NASD’s determination that the “loans” which 
Pitts received were additional compensation for 
wholesaling Cal-Am partnership interests.'® 


The offering circulars which Cal-Am_ investors 
received recited that sales commissions equal to 
10% of the gross proceeds of the offering would be 
paid. Pitts testified that, in fact, the broker-dealers 
whom he recruited received that amount for their 
sales. However, as Pitts was well aware, the circulars 
made no disclosure of the compensation that Cal- 
Am was paying him in the form of overrides and 
“loans.” We consider that such compensation, which 
was Clearly an added sales incentive, was of material 
significance to investors who purchased their Cal- 
Am interests from brokers recruited by Pitts. Thus 
the compensation should have been disclosed inthe 
circulars, even though it was not paid from the 
proceeds of the offering.’ 


We accordingly affirm the NASD’s findings of 
violation. 


IV. 


Pitts asserts that the sanctions imposed by the 


NASD are excessive and oppressive. He states, 
among other things, that he was not a principal of 
Cal-Am, that on the basis of his independent 
investigation he had reasonable grounds to believe 
that an exemption from registration was available, 
and that the $25,000 fine assessed by the 
Association is unreasonable. 


We do not consider that any reduction in sanction is 
warranted. The registration provisions which Pitts 
violated are a keystone of the entire system of 
securities regulation and set forth basic 
reguirements for the protection of investors. 
Moreover, the offering circulars for the Cal-Am 
securities that Pitts was distributing failed to make 
proper disclosure with respect to his sales 
compensation. The NASD’s Board of Governors, in 
reducing the total bar imposed by the Association’s 
District Committee to a one-year suspension, took 
into account the investigation that Pitts made with 
respect to Cal-Am as well as his previously 
unblemished record. Finally, we note that the fine 
assessed against Pitts is far less than the profits he 
earned from his improper conduct.'® 
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Under all the circumstances, we are unable to 
conclude that the sanctions imposed by the NASD 
are excessive or oppressive. 


An appropriate order will issue. 

By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS, FRIEDMAN and 
THOMAS). 


George A. Fitzsimmons 
Secretary 








See Howard D. Gatliff, Securities Exchange Act 
Release No. 16680 (March 20, 1980), 19 SEC 
Docket 934, 936. 


See Schedule A, Item 17 of the Securities Act. 


18See Philip S. Sirianni, Securities Exchange Act 
Release No. 17077 (August 20, 1980), 20 SEC 
Docket 971, 974. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17174/November 6, 1980 


Admin. Proc. File No. 3-5829 
In the Matter of the Application of 


ALBERT S. PITTS 
415 East Baltimore Avenue 
Media, Pennsylvania 


FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER AFFIRMING DISCIPLINARY ACTION TAKEN 
BY REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the disciplinary action taken by the 
National Association of Securities Dealers, Inc. 
against Albert S. Pitts, and the Association’s 
assessment of costs, be, and they hereby are, 
affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17275/November 6, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE NATIONAL SECURITIES 
CLEARING CORPORATION 


(File No. SR-NSCC-80-30) 


The National Securities Clearing Corporation 
submitted on October 23, 1980, a proposed rule 
change establishing fees for its Demand As Of 
service. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
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the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
November 10, 1980. Interested persons are invited 
to submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submission should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-NSCC-80- 
30. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17276/November 6, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY PACIFIC STOCK 
EXCHANGE INCORPORATED 


File No. SR-PSE-80-20 


The Pacific Stock Exchange Incorporated (“PSE”) 
submitted, on October 28, 1980, a proposed rule 
change under Rule 19b-4 to amend its Options Floor 
Procedure Advice A-1 to relieve floor brokers who 
hold market orders from the obligation to remain at 
the trading post during opening rotations. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
November 10, 1980. Interested persons are invited 
to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-80-20. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21771/October 31, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GULF TRANSMISSION COMPANY 
3805 West Alabama Avenue 
Houston, Texas 77027 


(70-6476) 


NOTICE OF PROPOSAL TO ENTER INTO 
PARTNERSHIP AGREEMENTS RELATING TO 
CONSTRUCTION AND OWNERSHIP OF NATURAL 
GAS PIPELINE AND TO ISSUE AND SELL NOTES IN 
SUPPORT THEREOF 


NOTICE IS HEREBY GIVEN that the Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, and Columbia Gulf Transmission 
Company (“Columbia Gulf’), awholly-owned natural 
gas transmission subsidiary of Columbia, have filed 
an application-declaration and an amendment 
thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(b), 9 and 10 of the Act and 
Rule 51 promulgated thereunder as applicable to 
the following proposed transactions. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete 
statement of the proposed transations. 


Columbia Gulf and four other unaffiliated natural gas 
transmission companies have entered into 
partnership agreements which relate to 
construction and ownership of a new 800 mile 
natural gas pipeline system, to be known as the 
Trailblazer system, through which new supplies of 
natural gas being developed in Wyoming, Utah, 
Idaho, Nebraska and Colorado will be transported, 
directly and by displacement, to the mid-western 
and eastern markets owned by the partners. The 
partners are Colorado Interstate Gas Company 
(“Colorado”), Columbia Gulf, Mountain Fuel 
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Resources, Inc. (“Resources”), Natural Gas Pipeline 
Company of America (“Natural”), and Northern 
Natural Gas Company (“Northern”), hereafter 
referred to as the Companies. 


The Trailblazer system, which is estimated to cost 
$533 million, will be comprised of three segments. 
The western segment, referred to as the Overthrust 
Pipeline and named for the “Overthrust” discovery 
areas, will be approximately 88 miles long and will 
cost an estimated $57 million. It will be jointly owned 
by all five partners and will be designed, constructed 
and operated by Resources. Construction will be 
initially financed out of $17.1 million in partnership 
equity contributions (Columbia Gulf’s contribution 
will be approximately $3.4 million) and the 
remaining $39.9 million with bank loans. The short- 
term bank loans will be repaid with proceeds from 
the subsequent issuance of long-term debt 
securities. The debt securities issued will be an 
obligation of the partnership, not of Columbia Gulf or 
any of the partners. Initial capacity of this pipeline 
will be approximately 400 million cubic feet per day. 


The middle segment, Colorado Interstate Pipeline, 
will extend approximately 264 miles from near Rock 
Springs, Wyoming to a point south of Cheyenne, 
Wyoming, near Rockport, Colorado and will cost an 
estimated $195 million. This segment will be owned, 
built, financed and operated by Colorado and will 
have an initial capacity when completed of 665 
million cubic feet of gas per day. 


The eastern segment, known as the Trailblazer 
Pipeline, will be jointly owned by Natural, Columbia 
Gulf and Northern, and will transport gas supplies 
eastward for those partners. Total cost of this 
segment, which will consist of 445 miles of 36 inch 
diameter pipeline, is estimated at approximately 
$281 million. Natural, or its affiliate, will design, 
construct, and operate this segment, which will have 
an initial operating capacity of 525 million cubic feet 
of gas per day. Construction will be initially financed 
out of $84.3 million in equity contributions and the 
remainder with term bank loans. Columbia’s equity 
contribution to the Trailblazer Pipeline segment will 
total approximately $28.1 million. The term bank 
loans for the Trailblazer Pipeline facilities will be 
repaid, at prevailing rates, with proceeds from a 
subsequent permanent financing program 
consisting of some combination of debt securities. 
The precise combination and provisions of the 
securities to be issued will depend upon market 
conditions at the time such securities are sold. The 
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debt securities issued will be an obligation of the 
partnership, not of Columbia Gulf, Natural or 
Northern. 


Columbia Gulf proposes to participate in the 
construction and ownership of the Overthrust and 
Trailblazer Pipeline segments of the Trailblazer 
system through its membership in the Overthrust 
Pipeline Company General Partnership Agreement 
(“Overthrust Pipeline Company”) and the Trailblazer 
Pipeline Company General Partnership Agreement 
(“Trailblazer Pipeline Company”), each of which is 
dated September 20, 1979, and amended and 
restated as of February 21, 1980. The central 
segment of the Trailblazer system, to be 
constructed, financed, owned and operated by 
Colorado alone, did not require any partnership 
agreement covering all three pipeline segments, 
which together form the Trailblazer system. 
However, an agreement covering all three pipeline 
segments was also entered into on September 20, 
1979, and amended and restated as of February 21, 
1980. It coordinates their activities and is called the 
Pipeline Project Agreement for the Trailblazer 
System. The parties are Colorado, Columbia Gulf, 
Columbia Gas Transmission Corporation, 
Resources, Mountain Fuel Supply Company, 
Natural, Northern, Overthrust Pipeline Company 
and Trailblazer Pipeline Company. 


The Overthrust and Trailblazer Pipeline Company 


Agreements provide, in each case, that the 
partnerships shall be managed by management 
committees consisting of a representative selected 
by each partner and that no partner may incur any 
obligation on behalf of the management 
committees. In the event that a partner defaults with 
respect to its obligation to make a capital 
contribution, the agreements provide that the non- 
defaulting partners may contribute or lend funds to 
the partnership in equal amounts which total the 
amount of the default, and after 60 days, may 
require the defaulting partner to assign its interest in 
the partnership to a third party. All distributive 
shares of income, profit, loss, deduction or credit are 
allocable to the partners in accordance with each 
partner’s capital participation which, in the case of 
the Overthrust Pipeline Company, is one-fifth, and, 
in the case of the Trailblazer Pipeline Company, one- 
third. Except with the unanimous consent of the 
management committee, a partner may not transfer 
any interest in either partnership, and no partner 
may withdraw from either partnership, except that 
the management committees may request 
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Columbia Gulf to withdraw in the event that this 
Commission does not approve any capital 
contribution to the partnerships for which Columbia 
Gulf is obligated by the partnership agreements. 


Columbia Gulf proposes to finance its participation 
in the Overthrust and Trailblazer Pipeline segments 
of the Trailblazer system through the issuance and 
sale to Columbia of up to $33 million of either 20 year 
installment promissory notes and/or 7 year floating 
rate term notes. The installment notes are to be 
unsecured and dated the date of their issue. The 
principal amounts will be due in twenty (20) equal 
annual installments on September 30 of each of the 
years 1982 to 2001, inclusive. Interest on the notes 
would accrue from the date of their issuance, on the 
unpaid principal thereof, and be paid semi-annually 
in accordance with the provisions of said notes. The 
interest rate would be the effective cost of money to 
Columbia with respect to its last sale of debentures 
prior to the issuance of said notes, decreased by an 
amount necessary in order that the interest rate bea 
multiple of 1/10th of 1%. 


Columbia sold $100,000,000 principal amount of 
debentures on August 13, 1980 (HCAR No. 21671), 
at an effective cost of money of 12.9%. Subject to 
market conditions, Columbia anticipates selling 
additional long-term securities during the project's 
construction period. Therefore, installment notes 
issued prior to such additional sale of debentures 
would bear an interest rate of 12.9% and installment 
notes issued subsequent to any of Columbia’s future 
debenture issues would carry an interest rate related 
to the last such sale prior to the issuance of said 
notes. Should Columbia issue any notes under the 
Revolving Credit and Term Loan Agreement, dated 
as of April 1, 1980, (“Agreement”) among Columbia 
and certain banks named therein, then Floating Rate 
Term Notes (“Floating Rate Notes”) due March 31, 
1987 would be issued by Columbia Gulf in lieu of 
installment notes. Such would be dated the date of 
their issue and would bear interest at Columbia’s 
effective cost of money of any borrowings under the 
Agreement. Any such Floating Rate Notes issued 
would be refinanced upon maturity. 


The fees and expenses to be incurred in connection 
with the proposed transactions are $23,500. It is 
stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. The 
participants in the Trailblazer system have applied 
to the Federal Energy Regulatory Commission 
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(“FERC”) for a certificate of public convenience and 
necessity to build and operate the pipeline (FERC 
Docket No. CP 79-80). 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 28, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration as amended or as it 
may be further amended, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended or as it may further be amended, may be 
granted and be permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 


the hearing (if ordered) and any postponement 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21772/October 31, 1980 


In the Matter of 


NEW ENGLAND POWER COMPANY 
25 Research Drive 
Westborough, Massachusetts 01581 


(70-6509) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
GENERAL AND REFUNDING BONDS AT 
COMPETITIVE BIDDING AND PLEDGE OF FIRST 
MORTGAGE BONDS TO GENERAL AND 
REFUNDING MORTGAGE TRUSTEE; PROPOSED 
ISSUE AND SALE OF PREFERRED STOCK AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England Power 
Company (“NEPCO”), a subsidiary of New England 
Electric System, a registered holding company, has 
filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6, 7, 9, 10 and 12 of the Act and Rules 42 and 50 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


NEPCO proposes to issue and sell not exceeding 
$50,000,000 principal amount of general and 
refunding bonds to be designated General and 


Refunding Mortgage Bonds, Series E, %, due 

(“Series E Bonds”), to bear interest at such rate 
and to be issued at such price as shall be determined 
by competitive bidding. The terms and conditions 
relating to bids provide that each bid shall specify 
the interest rate, which shall be a multiple of 1/8 of 
1%, to be borne by the Series E Bonds (if the interest 
rate specified exceeds 15% per annum, further 
orders of state commissions exercising jurisdiction 
would be necessary), and the price, exclusive of 
accrued interest, to be paid to NEPCO therefor, 
which shall be not less than 98% of the principal 
amount nor more than 101-3/4% thereof. The Series 
E Bonds will bear interest, paid semiannually, forthe 
date as of which bonds of the series are first 
authenticated at the rate per annum shown in their 
title. The Series E Bonds will be redeemable at 
general and special redemption prices. However, 
the Series E Bonds may not be redeemed at general 
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redemption prices during the first five years of their 
term through refunding operations at a lesser 
effective interest cost to NEPCO. 


The Series E Bonds will be issued under a General 
and Refunding Mortgage Indenture and Deed of 
Trust dated as of January 1, 1977, as amended and 
supplemented by a Third Supplemental Indenture 
(collectively the “G&R Indenture”) and will be 
secured with all other bonds issued under the G&R 
Indenture by a mortgage lien on substantially all the 
properties then owned, and, to the extent permitted 
by law, thereafter acquired by NEPCO, subject tothe 
lien of the First Mortgage Indenture, liens permitted 
by the G&R Indenture, and exclusive of property 
excepted by the G&R Indenture. All G&R bonds will 
be further secured by first mortgage bonds which 
NEPCO is obligated to issue and pledge with the G&R 
Trustee as described below. 


By an order dated January 7, 1977 (HCAR No. 
19844) the Commission authorized the execution 
and deliverance to the trustee of the G&R Indenture. 
The G&R Indenture was created in order to 
eliminate, among other items, certain provisions in 
NEPCO’s First Mortgage Indenture dealing with 
restrictions on bondable property and definitions of 
additional property and net earnings. While NEPCO 
no longer issues bonds pursuant to its present first 
mortgage indenture for sale to the public, first 
mortgage bonds are, however, still issued and 
pledged to the Trustee under the G&R Indenture as 
additional security for the G&R Bonds. A principal 
amount of not exceeding $25 million additional first 
mortgage bonds to be designated First Mortgage 
Bonds, Series Z, %, due (“Series Z 
Bonds”) will be issued and pledged. The Series Z 
Bonds will be a new issue of first mortgage bonds 
(“First Mortgage Bonds”) issued under and secured 
by the Indenture of Trust and First Mortgage dated as 
of November 15, 1936, and indentures 
supplemental thereto and will have the same 
interest rate and maturity as the Series E. Bonds. 
Neither the principal of, nor the premium, if any, nor 
the interest on the Series Z Bonds shall be payable 
unless a default shall have occurred under the G&R 
Indenture or the First Mortgage Indenture. 


NEPCO further proposes to issue and sell not 
exceeding $50 million of preferred stock in the form 
of 500,000 shares of a new series of its Dividend 
Series Preferred Stock (par value $100) to be 
designated Cumulative Preferred Stock, $100 par 
value, % Series (“new preferred stock”). The 
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new preferred stock has not yet been approved by 
stockholders and NEPCO will only issue stock upon 
receipt of all necessary regulatory and stockholder 
approvals. 


The new preferred stock will bear such dividend rate 
and be issued at such price as will be determined by 
competitive bidding. The terms and conditions 
relating to bids will provide that each bid shall 
specify the dividend rate to be borne by the new 
preferred stock and that such dividend rate shall be 
a multiple of .04 of 1%. In addition, each bid must 
specify the price to be paid to NEPCO for the new 
preferred stock which shall not be less than par nor 
more than 102.75 percent of par. Ifthe dividend rate 
specified exceeds 14% per annum, further orders of 
state commissions exercising jurisdiction would be 
necessary. Dividends will be cumulative from the 
date of initial issue. The new preferred stock will not 
be redeemable during the first five years after its 
issuance in connection with a refunding by the 
issuance of debt securities at a lesser effective 
interest cost or other preferred stock at a lesser 
effective dividend cost to NEPCO. 


NEPCO will designate by telephone or telegram to 
prospective bidders not latter than 12 Noon, E.S.T., 
on the second full business day prior to the time 
designated for the submission of bids (i) the date on 
which the Series E Bonds shall mature, which date 
shall be not less than 5 nor more than 30 years from 
the first day of the month as of which the Series E 
Bonds are issued, and (ii) the sinking fund for the 
new preferred stock which will retire up to 5% of the 
initial issue each year. 


NEPCO has currently scheduled the issue and Sale of 
the Series E Bonds and new preferred stock in 
December 1980; however, due to uncertain market 
conditions, NEPCO may sell such securities any 
time prior to April 1, 1981. The issue and sale of the 
Series E Bonds and the new preferred stock are 
separate transactions, and are not contingent upon 
each other. 


NEPCO’s short-term borrowings pursuant to 
Commission authorization totaled about $59 miilion 
at August 31, 1980. NEPCO expects that such 
borrowings will exceed $100 million by December 
31, 1980 if the Series E Bonds or the New Preferred 
Stock are not issued by that date. The proceeds from 
the sale of Series E Bonds and/or the preferred stock 
will be applied to the payment of short-term 
borrowings incurred for, or to the cost of, or to the 
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reimbursement of the treasury for uncapitalized 
additions and improvements to the plant and 
property of NEPCO and any other uncapitalized 
expenditures of NEPCO. 


Statements of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transactions will be filed by amendment. The 
proposed transactions are subject to the jurisdiction 
of the Connecticut Division of Public Utility Control, 
the Massachusetts Department of Public Utilities, 
the New Hampshire Public Utilities Commission and 
the Vermont Public Service Board. It is stated that no 
other state or federal regulatory authority, otherthan 
this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 24, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21773/November 3, 1980 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-6498) 


NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (“Arkansas”), an electric utility 
subsidiary company of Middle South Utilities, Inc., a 
registered holding company, has filed with this 
Commission a declaration pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


Arkansas proposes to issue and sell at competitive 
bidding up to $70,000,000 in principal amount of its 
first mortgage bonds (“Bonds”) of a series having a 
term of not less than five nor more than thirty years. 
Arkansas will determine, and give notice to bidders 
of, the principal amount of the bonds, if less than 
$70,000,000, and of the maturity date of the bonds 
on a business day and not later than 24 hours prior to 
the time fixed for the presentation of the bids. The 
interest rate of the Bonds, (which will be a multiple of 
1/8 of 1%) and the price, exclusive of accrued 
interest, to be paid to Arkansas for the Bonds (which 
will not be less than $100% nor more than 102-3/4% 
of the principal amount thereof) will be determined 
by competitive bidding. 


The Bonds are to be issued as a new series of 
Arkansas’ First Mortgage Bonds under its Mortgage 
and Deed of Trust, dated as of October 1, 1944, to 
Guaranty Trust Company of New York (currently 
known as Morgan Guaranty Trust company of New 
York) and Henry A. Theis (John W. Flaherty, 
successor), as Trustees, as heretofore 
supplemented and as proposed to be further 
supplemented by a Thirty-second Supplemental 
Indenture (“Supplemental Indenture”) thereto. The 
Supplemental Indenture will include a prohibition, 
for a period of not more than five years, against 
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refunding the Bonds, directly or indirectly, with the 
proceeds of funds borrowed at a lower effective 
interest cost. 


Arkansas proposes to use the net proceeds derived 
from the issuance and sale of the Bonds for the 
payment of a portion of the short-term indebtedness 
incurred or estimated to be incurred for financing 
Arkansas’ construction program. Arkansas’ 1980 
construction program is expected to result in 
expenditures of approximately $283,600,000. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated to be 
$190,000. Legal fees of counsel for the successful 
bidders are estimated at $20,000. It is stated that the 
Arkansas Public Service Commission and the 
Tennessee Public Service Commission have 
jurisdiction over the proposed transaction and that 
no other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 3, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said declaration whichhe desires to controvert; or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarant at the above stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and others issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21774/November 3, 1980 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6514) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
NOTES TO BANKS AND COMMERCIAL PAPER 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (“Arkansas”), Louisiana Power & 
Light Company (“Louisiana”), Mississippi Power & 
Light Company (“Mississippi”), and New Orleans 
Public Service Inc. (“New Orleans”), electric utility 
subsidiaries of Middle South Utilities, Inc., a 
registered holding company, have filed a declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a) and 7 of the Act as applicable to the 
following proposed transactions. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Arkansas, Louisiana, Mississippi, and New Orleans 
currently have in effect separate programs under 
which each of them is authorized to issue and sell 
unsecured short-term promissory notes (including 
commercial paper) to various commercial banks 
and/or a dealer in commercial paper to meet its 
interim financing requirements. (See File Nos. 70- 


6381, 70-6225, 70-6408, and 70-6369, 
respectively.) Arkansas, Louisiana, Mississippi, and 
New Orleans each proposes now to revise the 
foregoing programs and to issue and sell individually 
from time to time through June 30, 1982, unsecured 
short-term promissory notes (including commercial 
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paper) to various commercial banks and/or a dealer 
in commercial paper in aggregate principal amounts 
outstanding at any one time equal tothe lesser, from 
time to time, of (i) $170,000,000, $190,000,000, 
$45,000,000, and $22,000,000, respectively, or (ii) 
10 percent of the aggregate of (a) the total principal 
amount of all bonds or other securities representing 
secured indebtedness issued or assumed and then 
outstanding and (b) the capital and surplus of each 
company as then stated on its books of account 
(which 10 percent is the maximum principal amount 
of unsecured short-term borrowings permissible 
under the provisions of the respective charters 
without the appropriate consent of their respective 
preferred stockholders). On the basis of the 
foregoing 10 percent restriction, Arkansas, 
Louisiana, Mississippi, and New Orleans would have 
been permitted, as of July 31, 1980, to issue and sell 
short-term promissory notes (including commercial 
paper), in aggregate principal amounts of up to 
$163,500,000, $157,800,000, $37,600,000, and 
$23,000,000, respectively. Subject to the foregoing 
limitations, the nature of each issue of such notes 
(including commercial paper) will be determined in 
the light of the then prevailing market conditions and 
other factors. 


It is stated that in accordance with the past 
practices, short-term bank borrowings will be made 
by each of the companies from a group of 
commercial banks which are located in the general 
service area of the respective company (‘Territorial 
Banks”). In addition, each of the companies intends 
to effect short-term borrowings under consolidated 
“either/or’ lines of credit established with a group of 
commercial banks located outside the general 
service areas of the companies (“Non-territorial 
Banks”). Under the proposed “either/or” borrowing 
arrangements, each of the Non-territorial Banks 
would provide a single line of credit which would be 
available to any and all! of the declarants. It is stated 
that this consolidation of credit lines is expected to 
be preferable to existing arrangements whereby 
each of the companies currently maintains separate 
lines with various Non-terriorial Banks in that it will 
allow for the maintenance of lines of credit for the 
declarants, on an aggregate basis, at the minimum 
levels necessary to provide adequate amounts of 
capital as required from time to time, will minimize 
the related costs of borrowing, including 
commitment fees and/or compensating balance 
requirements, and will afford the Middle South 
System greater control over the cost of short-term 
funds. 
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The notes proposed to be issued and sold by each 
company to the Territorial Banks and the Non- 
territorial Banks will be in the form of unsecured 
promissory notes, will be payable not more than 270 
days from the date of issuance with the right of 
renewal, will bear interest at a rate per annum no 
greater than the prime commercial bank rate in 
effect at the lending bank on the date of issuance or 
renewal or from time to time depending upon the 
requirements of the lending bank, and will, at the 
option of the company, or, under certain 
circumstances, with the consent of the lending 
bank, be prepayable, in whole or in part, at any time 
without premium or penalty. 


Each of the declarants maintains accounts with its 
Territorial Banks, and, although balances in these 
accounts may be deemed to be compensating 
balances, these accounts are working accounts, and 
fluctuations in their balances do not reflect or 
depend upon fluctuations in the amounts of bank 
loans outstanding. Assuming that a 20% 
compensating balance is maintained and assuming 
a 13.5% per annum prime commercial bank rate, 
the effective interest cost for borrowings from 
Territorial Banks would be 16.875% per annum. 


With respect to borrowings from the Non-territorial 
Banks, it is anticipated that the Non-territorial Banks 
will require the maintenance of compensating 
balances and/or the payment of commitment fees 
with respect to the amount of loan commitments 
and/or loans outstanding, but in no case will the 
total of such compensating balances exceed 12%. 
Assuming that a 12% compensating balance is 
maintained and assuming a 13.5% per annum prime 
commercial bank rate, the effective interest cost for 
borrowings from Non-territorial Banks would be 
15.34% per annum. 


The proposed commercial paper will be in the form 
of unsecured promissory notes with varying 
maturities not to exceed 270 days, the actual 
maturities to be determined by market conditions, 
effective cost of money to the respective declarant, 
and such company’s anticipated cash requirements 
at the time of issuance. In accordance with the 
established custom and practices in the market, the 
proposed commercial paper will not be payable prior 
to maturity. Each company proposes to issue, 
reissue, and sell the commercial paper directly to a 
dealer in commercial paper (“Dealer”) at a discount 
which will not be in excess of the discount rate per 
annum prevailing at the date of issuance for 
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commercial paper of comparable quality of that 
particular maturity sold by public-utility issuers to 
commercial paper dealers. 


No commission or fee will be payable in connection 
with the issuance and sale of the commercial paper. 
Each Dealer, as principal, will reoffer and sell the 
commercial paper at the customary discount rate for 
commercial paper. Each Dealer in reoffering the 
commercial paper will limit the reoffer and sale toa 
non-public customer list for each declarant 
containing not more than 200 buyers of commercial 
paper. It is anticipated that the commercial paper 
will be held by the buyers to maturity; however, each 
Dealer may, if desired by a buyer, repurchase the 
commercial paper for resale to others on the list of 
customers. 


As of July 31, 1980, the construction programs of the 
declarants in 1981 and 1982 are estimated to result 
in the following expenditures: 


Arkansas Louisiana Mississippi New Orleans 
$308,100,000 $280,200,000 $158,700,000 $25,200,000 
168,500,000 293,800,000 84,900,000 27,900,000 


1981 
1982 


The net proceeds to be received by the companies 
from the issuance and sale of the notes (including 
commercial paper) referred to herein, together with 
other funds available, from time to time, to the 
companies from their operations or derived from the 
issuance and sale of long-term debt and/or equity 
securities, will be applied to their construction 
programs and other lawful purposes. 


The declarants request that they be granted 
authority to file individually and on a quarterly basis 
their certificates under Rule 24. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated not to 
exceed $10,000, including legal fees of $5,000. It is 
stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 28, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
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addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and others issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21775/November 4, 1980 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


SOUTHERN APPALACHIAN COAL COMPANY 
Charleston, West Virginia 


(70-5723) 


SUPPLEMENTAL ORDER AUTHORIZING PAYMENT 
OF DIVIDEND 


Appalachian Power Company (“Appalachian”), an 
electric utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, and 
Southern Appalachian Coal Company (“SACO”), a 
coal mining subsidiary of Appalachian, have filed 
with this Commission a post-effective amendment to 
their declaration previously filed and amended 
pursuant to Section 12 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 45 
promulgated thereunder concerning the following 
proposed transaction. 
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By order dated December 29, 1978 (HCAR No. 
20860), Appalachian was authorized to make cash 
capital contributions to SACO through December 31, 
1978, of up to $16,000,000, and SACO was 
authorized to pay dividends to Appalachian of up to 
$12,000,000 through December 31, 1978. 
Jurisdiction was reserved in said order with respect 
to proposed additional dividends from SACO to 
Appalachian of $4,000,000 to be paid when 
sufficient cash had been internally generated by 
SACO, then thought to be possible by mid-1980. Said 
reservation of jurisdiction was continued in the 
supplemental order of February 6, 1980 (HCAR No. 
21424), which authorized a rate of return on 
Appalachian’s investment in SACO. 


By post-effective amendment declarants state that 
SACO now has adequate cash resources to declare 
and pay the $4,000,000 dividend to Appalachian, 
and request that the jurisdiction heretofore reserved 
concerning the same be released. 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendment, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as 
amended by said post-effective amendment, be 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
SACO be, and it hereby is, authorized forthwith to pay 
an additional dividend to Appalachian of up to 
$4,000,000, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
and that the jurisdiction heretofore reserved 
concerning such $4,000,000 dividend be, and the 
same hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21776/November 5, 1980 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-5750) 


ORDER AUTHORIZING EXTENSION OF AND 
INCREASE IN SHORT-TERM BORROWINGS 


New England Electric System (“NEES”), a registered 
holding company, has filed with this Commission 
post-effective amendments to its application- 
declaration previously filed and amended pursuant 
to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 50(a)(2) 
promulgated thereunder concerning the following 
proposed transaction. 


By orders dated December 1, 1975, May 23, 1977, 
December 18, 1978, and December 6, 1979 (HCAR 
Nos. 19272, 20047, 20834 and 21330), NEES was 
authorized to issue short-term notes to banks 
through December 31, 1980, in an aggregate 
amount not to exceed $25,000,000 outstanding at 
any one time. 


By post-effective amendments filed in this 
proceeding, NEES now proposes that such 
borrowing authority be extended through December 
31, 1981, and that the maximum _ permitted 
borrowings be increased to $50,000,000. 


Although no formal commitments have been made, 
NEES expects such borrowings will be made from 
amoung 34 commercial banks set forth in the post- 
effective amendments. The proposed borrowings 
will be evidenced by notes maturing in less than one 
year from date of issuance and bearing interest at a 
rate not in excess of :he prime rate. NEES may either 
maintain compensating balances of 10% of the line 
of credit made available and 10% of any borrowings 
thereunder, or pay fees equivalent to such 
requirements. Based on a prime rate of 14.5%, the 
effective interest cost would be 18.13%. 


Concerning the proposed increase in the maximum 
permitted borrowings, it is stated that NEES needs 
such increase to give it greater flexibility in the 
timing of its next common share issue in light of 
plans to make capital contributions to its subsidiary 
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New England Power Company of $20,000,000 in 
October 1980 (which contribution was authorized in 
HCAR No. 21760, October 27, 1980) and 
$40,000,000 in 1981 (which contribution will be the 
subject of a future filing), and to make further funds 
available to its fuel subsidiary New England Energy 
Incorporated in 1980 and 1981 (which funding will 
also be the subject to a future filing). 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21739), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendments, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21777/November 5, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION CORPORATION 
1700 MacCorkle Avenue, S.E. 
Charleston, West Virginia 25314 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 

99 North Front Street 

Columbus, Ohio 43215 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION CORPORATION 
340-17th Street 

Ashland, Kentucky 41101 


COLUMBIA GULF TRANSMISSION COMPANY 
3805 West Alabama Avenue 
Houston, Texas 77027 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
20 Montchanin Road 

Wilmington, Delaware 19807 


(70-6435) 
NOTICE OF PROPOSED INTRASYSTEM FINANCING 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, and its subsidiary companies named 
above have filed with this Commission a post- 
effective amendment to the application-declaration 
in this proceeding pursuant to Sections 6(b), 9(a), 
10, and 12(b) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 45 promulgated 
thereunder regarding the following proposed 
transactions. All interested persons are referred to 
the amended application-declaration, which is 
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summarized below, for a complete statement of the 
proposed transactions. 


By order in this proceeding dated May 28, 1980 
(HCAR No. 21593), Columbia, among other things, 
was authorized to make short-term advances on 
open account of up to $145,000,000 to Columbia 
Gas Transmission Corporation (‘‘Columbia 
Transmission’). It is now proposed that such 
advances be increased to $170,000,000. 


It is also proposed that Columbia Transmission issue 
and sell, and that Columbia acquire, installment 
notes and/or floating rate term notes up to the 
amount of $60,000,000. The issuance and sale of 
these notes will be subject to the same terms and 
conditions as those of certain other subsidiaries as 
described previously in the application-declaration. 


It is stated that the increase of $25,000,000 in 
advance to Columbia Transmission is required in 
order to provide Columbia Transmission with 
sufficient funds to finance gas purchases and other 
normal short-term seasonal requirements. The 
issuance of $60,000,000 in notes is required to 
finance Columbia Transmission’s capital 
expenditures. The additional financing 
requirements are a result of lower sales volumes. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 3, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said post-effective amendment to the 
application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
now amended or as it may be further amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
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whether a hearing is ordered will receive any notices 
and others issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21778/November 5, 1980 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 


(70-6501) 


ORDER AUTHORIZING SALE AND LEASE BACK OF 
OFFICE BUILDING; GUARANTEE OF LESSEE’S 
OBLIGATIONS BY AFFILIATE 


Transok Pipe Line Company (“Transok”), an 
intrastate pipe line company and a subsidiary of 
Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has, 
with its parent, filed a declaration and an 
amendment thereto with this Commission pursuant 
to Sections 6(a), 7, 12(b) and 12(f) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 45 promulgated thereunder regarding the 
proposed transaction. 


PSO owns an office building in Tulsa, Oklahoma 
which it presently leases to Transok for a rental of 
$28,290 per month. The property has a depreciation 
book value of $1,028,244 and a fair market value of 
approximately $3,750,000, determined pursuant to 
appraisal. PSO proposes to sell the property to 
Pubson Associates Limited Partnership, a 
Connecticut limited partnership (“lessor”) to be 
formed by Integrated Resources, Inc., 
which partnership will own the property and enter 
into a long-term net lease (“lease”) with Transok as 
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lessee. The sales price of the property will be 
$3,750,000 cash, subject to appraisal. PSO will 
guarantee to the lessor all of Transok’s obligations as 
lessee under the lease. 


The lease will have a term of 25 years (“basic term”), 
beginning on the closing date of the transaction, 
which is anticipated to occur in November, 1980, 
and will contain two 10-year renewal options. As 
rental for the use of the property, Transok will agree 
to pay, monthly in arrears, .643% of the capitalized 
cost of the property during the first 5 years of the 
basic term, 1.003% of the capitalized cost of the 
property during the second 5 years of the basic term, 
1.192% of the capitalized cost of the property during 
the third 5 years of the basic term and 1.303% ofthe 
capitalized cost of the property during the last 10 
years of the basic term of the lease. If Transok 
exercises the renewal options, it will be required to 
pay .767% of the capitalized cost of the property, 
monthly in arrears, during each month of the 
renewal term. Capitalized cost, for purpose of 
calculating the rentals payable by Transok, is 
defined to be an amount equal to the lessor’s 
purchase price of the property from PSO plus 
amounts paid by the lessor for title insurance, 
recording costs, mortgage taxes and other costs 
incurred by the lessor in connection with its 
permanent mortgage loan. The capitalized cost will 
be approximately $3,765,000. Transok’s rental 
payments under the lease will total $290,507 for the 
first year compared to the $339,480 per year it is 
currently paying to PSO. The foregoing rentals have 
been calculated by the lessor on the assumption that 
it can obtain permanent financing on terms 
acceptable to it at a fixed annual interest cost of 12%. 
The lessor has advised PSO that it has a commitment 
from an insurance company to provide this 
financing at the assumed interest rate but the base 
rentals are subject to adjustment, upward or 
downward, in the event the permanent financing is 
at an interest cost other than 12% per annum. 


The lease will be a net lease and in addition to 
Transok’s obligation to pay rentals, Transok will be 
required to pay all taxes (other than income taxes of 
the lessor), assessments, utility charges, the cost of 
insurance, repairs and maintenance and will agree 
to maintain the property in good order and repair and 
to keep the property free of all liens and 
encumbrances except those permitted by the terms 
of the lease. if during the term of the lease the 
property sustains a casualty (including 
condemnation) which renders the property 
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unsuitable for restoration and continued use by 
Transok, or if at any time during the last 10 years of 
the 25 year basic term of the lease Transok 
determines that the property has become 
uneconomical for continued use in Transok’s 
operations, the lease will terminate and Transok will 
be required to make a rejectable offer to purchase 
the property at a price determined by reference to a 
casualty value schedule designated in the lease. 
Transok will be given the right to sublease the 
property provided that, upon such sublease, its 
obligations under the lease and PSO’s obligations 
under the guaranty will not be affected. 


PSO will enter into an Agreement of Guaranty (the 
“Guaranty”) with the lessor pursuant to which PSO 
will agree, unconditionally and irrevocably, to 
perform, observe and discharge each and every one 
of the covenants, agreements, terms and conditions 
of Transok under the lease, to the extent not 
performed by Transok. The Guaranty will provide 
that PSO shall be required to perform the obligations 
of Transok under the lease in the event of the 
disaffirmance of the lease by a trustee or receiver of 
the property of Transok in a bankruptcy proceeding 
affecting Transok. PSO will further agree under the 
guaranty to provide to the lessor certain information 
relating to its financial condition. 


The proceeds to be derived from the sale of the 
property will be used by PSO to repay short-term 
borrowings which were incurred for PSO obligations, 
including projects under construction. 
Approximately $13,400,000 of short-term 
borrowings are expected to be outstanding as of 
November 30, 1980, the anticipated closing date of 
the sale to the lessor. No funds generated from the 
sale of the property will be utilized to pay the cost of 
facilities which would not be needed to provide 
service to customers of PSO if it were not part of the 
Central and South West System. No expenditures 
will be made by PSO for the construction or 
acquisition of any facility not so needed prior to the 
time all funds covered by this declaration have been 
expended. For the purpose of the foregoing 
representation, it is assumed that none of the 
facilities the construction or acquisition of which 
would be part of any proposal forming the subject of 
the proceedings in Central and South West 
Corporation, et al. (File No. 3-4951), would be 
needed to provide service to customers of PSO if it 
were not part of the Central and South West System. 


The fees, commissions and expenses to be incurred 


486/SEC DOCKET 


in connection with the proposed transaction are 
estimated at $13,500, including legal fees of 
$10,000. It is stated that no state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21742), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21779/November 6, 1980 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 

215 North Front Street 

Columbus, Ohio 43215 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


KENTUCKY POWER COMPANY 
1701 Central Avenue 
Ashland, Kentucky 41101 


KINGSPORT POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


MICHIGAN POWER COMPANY 
Post Office Box 367 
Three Rivers, Michigan 49093 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44701 


WHEELING ELECTRIC COMPANY 
51 Sixteenth St. 
Wheeling, West Virginia 26003 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-6361) 


NOTICE OF PROPOSAL OF HOLDING COMPANY TO 
ISSUE AND SELL SHORT-TERM NOTES TO BANKS 
AND TO MAKE CASH CAPITAL CONTRIBUTIONS TO 
SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, and Appalachian Power Company 
(“Appalachian”), Columbus and Southern Ohio 
Electric Company (“CSOE”), Indiana & Michigan 
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Electric Company (“I&M’), Kentucky Power 
Company (“KPCO”), Kingsport Power Company 
(‘Kingsport’), Michigan Power Company 
(“Michigan”), Ohio Power Company (“Ohio Power’) 
and Wheeling Electric Company (“Wheeling”), AEP’s 
subsidiary public utility companies, have filed with 
this Commission a post-effective amendment to 
their application-declaration previously filed and 
amended in this matter pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(b) and 12 of the Act and Rule 50(a)(2) 
promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, as amended 
by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transactions. 


By prior order in this proceeding (HCAR No. 21352, 
December 21, 1979), AEP was authorized to issue 
and sell, from time to time, prior to January 1, 1981, 
short-term notes and commercial paper, to banks, 
and to a dealer in commercial paper respectively, in 
an amount of up to $165,0060,000, such notes 
maturing no later than June 30, 1981. AEP was also 
authorized to make cash capital contributions prior 
to January 1, 1981 to certain of its subsidiaries. By 
supplemental order in this proceeding (HCAR No. 
21442, February 20, 1980), AEP was authorized to 
issue and Sell such short-term notes to 11 banks with 
lines of credit in an aggregate amount of 
$229,000,000 subject to the previously ordered 
limit on outstanding notes. By further supplemental 
order in this proceeding (HCAR No. 21488, March 
25, 1980), AEP was authorized to make cash capital 
contributions to Michigan from time to time prior to 
January 1, 1981 in an aggregate amount of 
$10,000,000. Also by further supplemental order in 
this proceeding (HCAR 21596, May 29, 1980), AEP 
was authorized to issue and sell short-term notes to 
14 banks with lines of credit in an aggregate amount 
of $274,000,000, subject to the previously ordered 
limit on outstanding notes. 


By post-effective amendment AEP proposes to issue 
and sell, from time to time prior to January 1, 1982, 
short-term notes to 14 banks with lines of credit in an 
aggregate amount of $239,000,000, maturing no 
later than June 30, 1982. AEP also requests 
authority to make cash capital contributions from 
time to time subsequent to December 31, 1980 and 
prior to January 1, 1982, to Appalachian in the 
amount of $60 million, to CSOE in the amount of $40 
million, to |&M in the amount of $90 million, to KPCO 


SEC DOCKET/487 





in the amount of $20 million and to Ohio Power inthe 
amount of $60 million. The currently estimated 
construction program of Appalachian for 1981 is 
$215 million, for CSOE is $143 million, for 1&M is 
$320 million, for KPCO is $47 million and for Ohio 
Power is $225 million. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$500. It is stated that the proposed cash capital 
contributions to be made during 1981 by AEP to 
Appalachian are subject to authorization by the 
State Corporation Commission of Virginia and the 
Public Service Commission of West Virginia. No 
other state commission and no federal commission, 
other thanthis Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 8, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and others issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11421/October 31, 1980 


PREVENTION OF CERTAIN UNLAWFUL ACTIVITIES 
WITH RESPECT TO REGISTERED INVESTMENT 
COMPANIES 


ACTION: Final rule. 


SUMMARY: The Securities and Exchange 
Commission announced that it is adopting a rule 
under the Investment Company Act of 1940 to 
provide guidance to investment cornpanies as tothe 
minimum standards of conduct appropriate for 
persons who have access to information regarding 
the purchase and sale of portfolio securities 
by investment companies. The rule prohibits certain 
activities on the part of persons affiliated with 
registered investment companies or their 
investment advisers or principal underwriters. In 
addition, the rule requires such entities to establish 
codes of ethics applicable to certain persons 
associated with them, and requires that these 
persons make certain reports regarding their 
securities transactions. 


EFFECTIVE DATES: (1) As to paragraph (a), October 
31, 1980; (2) as to all other paragraphs, May 1, 1981. 


FOR FURTHER INFORMATION CONTACT: S. Elliott 
Cohan, Esq. (202) 272-2060, Division of Investment 
Management, Securities and Exchange 
Commission, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission (“Commission”) is 
adopting Rule 17j-1 [17 CFR 270.17j-1] (“Rule”) 
under the Investment Company Act of 1940 (“Act”). 
The Rule is designed to implement Section 17(j) of 
the Act [15 U.S.C. 80a-17(j)] which provides that: 


“It shall be unlawful for any affiliated person of 
or principal underwriter for a registered 
investment company or any affiliated person of 
an investment adviser of or principal 
underwriter for a registered investment 
company, to engage in any act, practice, or 
course of business in connection with the 
purchase or sale, directly or indirectly, by such 
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person of any security held or to be acquired by 
such registered investment company in 
contravention of such rules and regulations as 
the Commission may adopt to define, and 
prescribe means reasonably necessary to 
prevent, such acts, practices, or courses of 
business as are fraudulent, deceptive or 
manipulative. Such rules and regulations may 
include requirements for the adoption of codes 
of ethics by registered investment companies 
and investment advisers of, and principal 
underwriters for, such investment companies 
establishing such standards as are reasonably 
necessary to prevent such acts, practices, or 
courses of business.” 


BACKGROUND 


Section 17(j) was added to the Act in 1970 as a result 
of a recommendation. to Congress by the 
Commission that the Commission be authorized to 
adopt rules for the protection of investors in 
connection with trading in securities purchased and 
sold by investment companies by persons affiliated 
with them or their investment advisers or principal 
underwriters.! This recommendation was based 
upon the Commission’s earlier finding that 
transactions by such persons in securities held by 


investment companies often placed such persons in 
a position of conflict of interest, and that the 


considerable disagreement in the investment 
company industry as to the nature and extent of 
obligations in this area suggested a need for clearer 
and higher standards of conduct.? 


The Commission believes that the conditions which 
led to the original recommendation are to some 
extent still present in the investment company 
industry. Through its examination program, the 
Commission has become aware of an increasing 
number of situations involving parallel trading by 
individuals with knowledge regarding transactions 
anticipated or engaged in by registered investment 
companies. Therefore, the Commission believes it 
would be desirable to provide guidance to the 
investment company industry as to the minimum 
standards of conduct which it believes would be 
appropriate for persons with access to information 
regarding the purchase and sale of portfolio 
securities of investment companies. However, the 
variety of employment and _ institutional 
arrangements utilized by different investment 
companies renders impracticable a rule designed to 
cover all conceivable possibilities. Moreover, as a 
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matter of policy the Commission believes the 
introduction and tailoring of ethical restraints on the 
behavior of persons associated with an investment 
company can best be left in the first instance to the 
directors of the investment company. Therefore, the 
Commission believes it is appropriate to impose an 
obligation on individual investment companies and 
their investment advisers and principal underwriters 
to prescribe standards and procedures reasonably 
designed to prevent the fraudulent or manipulative 
activities proscribed by the Rule. 


The Rule is intended to be broad enough to permit 
those entities required to adopt codes of ethics to 
establish the standards and procedures that they 
believe are necessary to prevent fraudulent, 
deceptive and manipulative practices. However, the 
Commission believes that certain activities may be 
of such a nature as to create the type of conflict of 
interest situations to which Section 17(j) was 
addressed. The Commission expects that these 
potential abusive activities would be specifically 
considered by entities required to adopt code of 
ethics. For example, it is expected that an effective 
code of ethics will be designed, in part, to 
eliminate conflict of interest situations where access 
persons improperly are able to gain personal benefit 
through their relationship with the investment 
company. Such situations might exist if access 
persons were to engage in personal securities 
transactions involving securities which are held by 
the investment company or which are to be acquired 
by such investment company, or involving securities 
which, although they have not yet been purchased or 
sold by the investment company, are being 
considered for purchase or sale. Furthermore, such 
activities may create an incentive for such persons 
to influence improperly the investment strategy of 
the company. 


Entities subject to the Rule should, therefore, 
consider whether to provide in their codes of ethics 
prohibitions against access persons engaging in 
such activities and appropriate guidelines for 





1See Public Policy Implications of Investment 
Company Growth, H. R. Rep. No. 2337, 89th Cong., 
2d Sess. 200 (1966). 


2See Report of the Special Study of the Securities 
Markets, H.R. Doc. No. 95, 88th Cong., 1st Sess, pt. 
4, at 235-55 (1963). 
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determining when atransaction by an access person 
is prohibited. In this regard, the entity may have to 
determine the point at which a purchase or sale 
recommendation is deemed to reach a stage where a 
concurrent or related transaction in the same 
security by an access person would present a danger 
of abuse. Though such a threat may not exist where 
particular securities are merely being reviewed as 
part of a general industrial survey or other broad 
monitoring of the securities markets, an access 
person may take unfair advantage of an investment 
company once a particular security has become a 
probable target of purchase or sale by the 
investment company. 


Another situation which would appear to present a 
conflict of interest of the type to which Section 17(j) 
is addressed might occur where access persons 
already own a particular security and through their 
positionof influence over the investment company 
attempt to cause the investment company to 
purchase, sell or hold the same security. This 
situation could be especially abusive where the 
investment strategy recommended by the access 
person may be expected to create a personal benefit 
to the access person. The Commission expects such 
a situation would be considered also in adopting 
codes of ethics, and that appropriate prohibitions, 
restrictions or guidelines would be included in the 
codes of ethics. 


Although entities, in adopting their codes of ethics, 
may determine to prohibit certain (or all) of the 


activities discussed above, the Commission 
recognizes that there may be certain types of 
personal transactions by access persons which may 
not create the conflict of interest situations to which 
Section 17(j) was addressed. These nonabusive 
transactions might be generally characterized as 
ones which are: non-volitional on the part of the 
access person involved in the transaction; only 
remotely potentially harmful to the investment 
company because they would be very unlikely to 
affect a highly institutional market; or clearly not 
related economically to the securities to be 
purchased, sold or held by the investment 
company.’ The broad language of the Rule is 
intended to permit entities to consider transactions 
by access persons in the context of their particular 
business operations when adopting their individual 
codes of ethics. 


The Commission is endeavoring in this discussion to 
offer guidance with regard to the type of activities 
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which should be considered by entities in designing 
and adopting codes of ethics. It is not attempting to 
list all activities and circumstances which could or 
should be the subject of concern by those entities, 
for it is the entities themselves, required by the Rule 
to adopt codes of ethics, that bear the primary 
responsibility for identifying those areas which 
present a potential for abuse by access persons. In 
this regard, the Commission has instructed its 
Division of Investment Management through the 
inspection program to monitor carefully 
developments under the Rule. If it appears to the 
Commission that entities are not adopting and 
enforcing codes which deal adequately with 
potential abuses in terms of current economic 
conditions, the Commission may determine that it is 
necessary to exercise further its authority under 
Section 17(j), and it may then consider whether it 
would be necessary and appropriate to propose 
amendments to the Rule specifically to prohibit 
certain abusive activities. 


DISCUSSION 


The Commission proposed Rule 17j-1 (the “pro- 
posed rule”) and requested public comments on 
that proposed rulemaking in Investment Company 
Act Release No. 10162, 43 FR 12721 (March 17, 
1978), File No. S7-738 (“Release No. 10162”). Forty- 
two letters of comment were received. 


General Anti-Fraud Provisions 


Paragraph (a) of the proposed rule was a general 
antifraud provision similar to Section 17(a) of the 
Securities Act of 1933 [15 U.S.C. 77q(a)] and Rule 
10b-5 under the Securities Exchange Act of 1934 
[17 CFR 240.10b-5], and would have prohibited, 
generally speaking, fraudulent trading by certain 
persons affiliated with investment companies or 
their investment advisers or principal underwriters 
with respect to securities held or to be acquired by 
the investment company. Almost all of the letters 
received opposed adoption of the anti-fraud section 
of the proposed rule. Commentators argued that this 
provision was overly broad and outside the authority 





3For example, an entity required to adopt a code of 
ethics might determine that there is little or no 
potential for abuse where the particular purchase 
transaction is part of an automatic dividend 
reinvestment plan in which the access person 
participates. 
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granted the Commission in Section 17(j). Another 
argument advanced by most of the commentators 
opposed to the provision was that, as proposed, any 
securities transaction — whether or not in securities 
being held, purchased or sold by the investment 
company — by an affiliated person of an investment 
company or its investment adviser and principal 
underwriter would be subject to the anti-fraud 
provision of the proposed rule. 


In response to these comments, the Commission 
has made certain changes in this paragraph in order 
to clarify its intent that the anti-fraud provision 
should be limited to purchases and sales of 
securities held or to be acquired by a registered 
investment company.* The Commission expects 
that the anti-fraud section in the final rule, as 
revised, will accomplish one of the objectives 
desired by Congress in enacting Section 17(j). 


Code of Ethics 


Paragraph (b) of the proposed rule would have 
required each registered investment company, and 
each investment adviser of or principal underwriter 
for the investment company, to adopt a written code 
of ethics containing provisions reasonably 
necessary to prevent certain persons associated 
with an investment company from violating the 
general anti-fraud provisions of paragraph (a). Two 
commentators suggested that the codes of ethics 
should allow an investment company the option of 
permitting an “access person’”® to obtain written 
clearance from a designated person or body prior to 
effecting any personal securities transaction. This 
procedure, it was suggested, would help assure the 
investment company and the access person thatthe 
proposed securities transaction was proper. 


The Commission has determined to retain the 
approach taken in the proposed rule, i.e., to let 
individual entities take fully into account their own 
unique circumstances in designing their codes of 
ethics prescribing standards of conduct which 
effectuate the purposes of the Rule. The 
Commission would not have any objection to a prior 
clearance procedure where the investment 
company directors believed it was appropriate for 
their particular investment company arrangements. 
However, it is concerned that, if the Commission 
were to modify the proposed rule explicitly to require 
or allow all investment companies to adopt prior 
clearance procedures, ten it would appear that the 
Commission had concluded that any code of ethics 


Volume 21, No. 6, November 18, 1980 


which did not contain a prior clearance procedure 
would be fatally defective. Accordingly, the 
Commission believes the current approach is more 
desirable because it gives maximum flexibility tothe 
entities which must design the codes of ethics. 


However, paragraph (b)(1) requiring the adoption of 
codes of ethics by certain entities has been modified 
to make clear that such codes of ethics need only 
apply to access persons of those individual entities. 


In addition, the language of paragraph (b)(1) of the 
Rule has been altered by deleting the words “and 
detect” in order to clarify the Commission’s belief 
that entities which adopt codes of ethics have an 
affirmative duty to take appropriate steps to enforce 
the standards of conduct contained in the codes of 
ethics where violations occur. In terms of 
implementation and fulfillment of the statutory 
mandate that entities be required to adopt codes of 
ethics aS a means reasonably necessary to prevent 
improper acts, those entities in designing codes of 
ethics must go beyond mere detection of improper 
acts; rather, the codes of ethics must necessarily 
also include provisions addressed to enforcement of 
the codes of ethics. 


It should be noted that a violation of any provision of 
a particular code of ethics would not be considered a 
per se, unlawful act prohibited by paragraphs (a) 
and (b) of the Rule. Rather, the Commission believes 
that such a violation should and would be 
considered, with all the surrounding facts and 
circumstances, merely as one piece of evidence in 
determining whether, in addition to a violation of the 
code of ethics, a violation of the anti-fraud provisions 
of the Rule also has occurred. 





‘In this regard, it should be noted that a major 
criticism of the proposed rule by the commentators 
was alleviated merely by correcting an unfortunate 
error which occurred in the printing of the proposed 
rule. 


5Briefly, paragraph (e)(1) of the proposed rule would 
have defined the term “access person” to mean a 
director, officer or general partner, or an employee of 
an investment company, investment adviser or 
principal underwriter whose functions or duties 
relate to the determination of what securities an 
investment company should purchase or sell. 
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Reporting Requirements 


Paragraph (c) of the proposed rule would have 
required access persons to report certain 
information about securities transactions to the 
investment company, investment adviser or 
principal underwriter, subject to certain exceptions. 


Many commentators objected to the Commission's 
approach in the proposed rule of requiring reports of 
certain disinterested directors who might have 
access to information concerning an investment 
company’s portfolio transactions, even though the 
proposed rule would have limited the transactions to 
be reported by such persons who are not “interested 
persons’’® of an investment company. 
Commentators argued that this reporting 
requirement would pose an undue burden on 
disinterested directors making it difficult to attract 
high caliber people. 


The proposed rule stated that a disinterested 
director would be required to report transactions 
only if he or she “has actual knowledge that, within 
the most recent 30 days, such security was 
purchased or sold by the investment company or 
such purchase or sale by such company was 
considered by the company or its adviser.” 


Commentators suggested that this limited reporting 
requirement for disinterested directors should be 
extended to those persons who, though interested 


persons of the investment company, are not 
“affiliated persons.”’ It was argued that requiring 
these outside directors to file reports, even with the 
limitations permitted, will alienate and antagonize 
them and again make it more difficult to attract 
qualified people. 


The Commission has carefully considered those 
comments which sought to expand the more limited 
reporting requirements for disinterested directors to 
include also those directors who, though unaffiliated 
with the investment company on whose board they 
sit, still come within the definition of “interested 
person.” The Commission believes that it is 
appropriate, in continuing the statutory distinctions 
made between interested and disinterested persons 
in the Act, to subject all interested directors to the 
full reporting requirements of the Rule. Therefore, 
no change has been made in this regard. 


Furthermore, the Commission believes that the 


limited reporting requirement permitted by 
paragraph (c)(3)(ii) does not present an unduly 
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onerous burden to those directors who are not 
interested persons of investment companies. 
Although the Commission recognizes that the 
preparation of these reports may be time 
consuming, it understands that that type of reporting 
requirement is used already by some industrial 
companies and some investment companies as a 
matter of fundamental corporate policy. 
Extrapolating from those experiences, the 
Commission does not believe that this reporting 
requirement is so burdensome as to force talented 
individuals to choose not to serve as investment 
company directors. In addition, the imposition of 
such responsibility does not appear to be 
inconsistent with other responsibilities imposed by 
Congress on disinterested directors throughout the 
Act. 


With respect to the requirement that disinterested 
directors submit reports about their securities 
transactions only where they have actual knowledge 
that the investment company purchased or sold (or 
was considering the purchase or sale of) a security, 
the Commission is concerned that the “actual 
knowledge” standard previously employed in the 
proposed rule may be a difficult concept for 
investment companies to administer. For example, 
in determining whether a disinterested director had 
properly filed reports with the investment company, 
the other investment company directors might be 
placed in the difficult position of having to evaluate 
the credibility of testimony or an affidavit of such 
disinterested director wherein he contends that, 
although the circumstances might suggest 
otherwise, he really did not know about a particular 
investment company security transaction. Also, the 
Commission is concerned that an “actual 
knowledge” standard inappropriately might 
encourage a disinterested director to avoid 
situations or committee assignments, although 
otherwise within the proper scope of his official 
duties as a director of an investment company, 
where he might become privy to substantial 
knowledge about proposed and actual investment 





‘The term “interested person” is defined in Section 
2(a)(19) of the Act [15 U.S.C. 80a-2(a)(19)]. 


7The term “affiliated person” is defined in Section 
2(a)(3) of the Act [15 U.S.C. 80a-2(a)(3)] and is 
substantially more restrictive than the definition of 
“interested person.” 
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company security transactions. To avoid creating 
unnecessary problems, the Commission has 
determined that disinterested directors should be 
required to report transactions when they knowor, in 
the ordinary course of fulfilling their official duties as 
directors of the investment company, should have 
known that the investment company purchased or 
sold (or was considering the purchase or sale of) the 
security involved. While this modifies the standard 
used in the proposed rule, it is intended to clarify the 
circumstances under which disinterested directors 
should file reports of their security transactions. The 
Commission believes that this modified reporting 
obligation is consistent withthe regulatory scheme of 
the Act and the general responsibilities of directors 
to be aware of the activities of those investment 
companies for which they serve. 


In addition, the proposed rule has been modified to 
shorten and clarify the period of time during whicha 
reportable transaction by the disinterested director 
takes place. Pursuant to the Rule as modified, a 
transaction need be reported only if it occurs within 
15 days prior to or after either: (1) the purchase or 
sale of such security by the investment company; or 
(2) the consideration of such purchase or sale by the 
investment company or its investment adviser. 


Beneficial Ownership — Paragraph (c)(1) 


Several commentators raised questions concerning 
the term “beneficial ownership” as it related to the 
reporting requirements of the proposed rule. 
Commentators expressed confusion as to whether 
beneficial ownership for purposes of paragraph 
(c)(1) of the proposed rule should be construed in 
accordance with the definition in Rule 13d-3 of the 
Securities Exchange Act of 1934 [17 CFR 240.13d- 
3] or the general meaning in Section 16 [15 U.S.C. 
78p] of that act. 


To alleviate any confusion as to how the term 
“beneficial ownership” will be construed, the 
Commission has concluded that beneficial 
ownership should be interpreted in a manner which 
is consistent with the way it is presently interpreted 
for purposes of determining whether an individual is 
subject to the requirements of Section 16 of the 
Securities Exchange Act of 1934[15 U.S.C. 78p] and 
the rules and regulations thereunder. However, in 
light of the diverse composition of investment 
company portfolios, transactions in all securities as 
to which the access person has or acquires any 
direct or indirect beneficial ownership, whether or 
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not such securities are issued by companies 
registered pursuant to Section 12 of the Securities 
Exchange Act [15 U.S.C. 781], must be considered as 
subject to Section 16 solely for purposes of the 
reporting requirements of the Rule. 


Access Person — Paragraph (e)(1) 


Four commentators argued that the definition of 
access person in paragraph (e)(1) of the proposed 
rule was overly broad. Briefly, paragraph (e)(1) of the 
proposed rule would have defined the term “access 
person” to mean all directors, officers, general 
partners and advisory persons, as defined, with 
respect to a registered investment company or its 
investment adviser, and with respect to principal 
underwriters, all directors, officers or general 
partners. It was pointed out that such a definition 
would be unduly burdensome to institutions such as 
banks which, as a result of being primarily engaged 
in a business other than advising registered 
investment companies, allocate only a small part of 
their staff to the operations of any investment 
company managed by them. These commentators 
suggested that the term “access person” should be 
defined separately for investment advisers that are 
primarily engaged in a business other than advising 
registered investment companies. 


One commentator argued that, with respect to 
principal underwriters, the definition of access 
person was overly broad also. This argument was 
advanced using reasoning similar to that used inthe 
case of investment advisers primarily engaged in a 
business other than advising investment 
companies. 


In recognition of the above comments, the definition 
of “access person” has been changed in order to 
ensure that the Rule will apply only to those persons 
who have an active part in the management, 
portfolio selection or underwriting functions of the 
investment companies with which they are 
associated. The Commission has determined that, 
where the investment adviser is primarily engaged in 
a business other than advising registered 
investment companies, only those directors, 
officers, general partners or advisory persons of the 
investment adviser who are involved in making 
investment decisions or portfolio selections for the 
registered investment company should be subject to 
the Rule. Similarly, the Commission has concluded 
that only those directors, officers or general partners 
of principal underwriters for registered investment 
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companies who participate in recommending the 
purchase or sale of securities by such companies 
should be considered access persons. 


Advisory Person — Paragraph (e)(2)(i) & (ii) 


Although no specific comments were received, the 
Commission is concerned that the definition of 
advisory person in the proposed rule might, for 
purposes of the reporting requirements, have 
created unintentional confusion as to whether 
employees of companies in control relationships 
with investment companies or their investment 
advisers who obtain information regarding the 
purchase or sale of a security by a registered 
investment company were subject to the reporting 
provisions of the Rule. Accordingly, the Commission 
has altered the definition of advisory person to make 
clear its intention that the Rule apply both to natural 
persons and certain employees of companies in a 
control relationship to such investment company or 
investment adviser. The Commission believes that 
this change is consistent with both the mandate 
given by the Congress in Section 17(j) of the Act and 
the general regulatory scheme of the Act. 


Security — Paragraph (e)(5) 


Briefly, the term “security” was defined to except 
only securities issued by the United States 
government. Several commentators suggested that 
the exception to the definition of “security” provided 
in paragraph (e)(4) of the proposed rule should be 
expanded to include all money market instruments 
and shares of open-end investment companies. 
Commentators argued that these securities do not 
present an opportunity for profiting at the expense of 
an investment company. 


After analyzing the comments received in regard to 
the definition of “security,” the Commission has 
concluded that money market instruments and 
shares of open-end investment companies present 
very little opportunity for the type of improper 
trading that the Rule is intended to cover. The 
exceptions to the definition of security have, 
therefore, been expanded to include bankers’ 
acceptances, bank certificates of deposit, 
commercial paper and shares of open-end 
investment companies. 


Consideration of Purchases and Sales — Paragraphs 
(c)(3)(ii) and (e)(6) 
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As noted in footnote 9 of Release No. 10162 
proposing Rule 17j-1, commentators on an earlier 
proposal of the Rule suggested that that proposal’s 
trading prohibition with respect to securities “being 
considered” for purchase or sale by an investment 
company was too broad. Similar comments were 
advanced regarding the proposed rule as that 
concept is used in paragraphs (c)(3)(ii) and (e)(6). 
The Commission continues to believe that the scope 
of the trading prohibition was intended by Congress 
to be very broad, but that the mechanics of setting 
parameters for determining when a transaction is 
“being considered” by a particular investment 
company can best be resolved by the investment 
company, investment adviser or principal 
underwriter in the codes of ethics required to be 
adopted under the Rule. 


Other Comments 


One comment received suggested that all reports 
made pursuant to the code of ethics should be filed 
with the independent accountants to preserve the 
privacy of respondents. The Commission believes 
that filing the required reports with the entity of 
which the individual is an access person will ensure 
the maximum amount of privacy. 


Two commentators suggested that the time for filing 
the required reports should be extended to 30 days 
after the end of the quarter. After considering this 
suggestion, the Commission has decided that the 10 
day time requirement for filing the reports is 
adequate and, therefore, no change has been made 
in the Rule. 


EFFECTIVE DATES 
The effective dates of Rule 17j-1 are as follows: 
(1) As to paragraph (a), October 31, 1980; 
(2) As to all other paragraphs, May 1, 1981. 


The commission finds, in accordance with Section 
553(d) of the Administrative Procedure Act of 1946 
[5 U.S.C. 553(d)] that good cause exists for 
dispensing with the normal 30-day delay in the 
effectiveness of paragraph (a) of the Rule. Further, 
the Commission believes that these effective dates 
should allow all those subject to the rule sufficient 
time to adopt appropriate codes of ethics and 
establish the necessary reporting and record 
keeping procedures. 
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TEXT OF RULE 17j-1 


Accordingly, 17 CFR Part 270 is amended by adding 
§270.17j-1 to read as follows: 


PART 270—RULES AND REGULATIONS, 
INVESTMENT COMPANY ACT OF 1940 


§270.17j-1 Certain unlawful acts, practices, or 
courses of business and requirements relating to 
codes of ethics with respect to registered investment 
companies. 


(a) It shall be unlawful for any affiliate person of or 
principal underwriter for a registered investment 
company, or any affiliated person of an investment 
adviser of or principal underwriter for a registered 
investment company in connection with the 
purchase or sale, directly or indirectly, by such 
person of a security held or to be acquired, as 
defined in this section, by such registered 
investment company — 


(1) To employ any device, scheme or artifice to 
defraud such registered investment company; 


(2) To make to such registered investment company 
any untrue statement of a material fact or omit to 
state to such registered investment company a 
material fact necessary in order to make the 
statements made, in light of the cirucmstances 
under which they are made, not misleading; 


(3) To engage in any act, practice, or course of 
business which operates or would operate as a fraud 
or deceit upon any such registered investment 
company; or 


(4) To engage in any manipulative practice with 
respect to such registered investment company. 


(b)(1) Every registered investment company, and 
each investment adviser of or principal underwriter 
for such investment company, shall adopt a written 
code of ethics containing provisions reasonably 
necessary to prevent its access persons from 
engaging in any act, practice, or course of business 
prohibited by paragraph (a) of this section and shall 
use reasonable diligence, and institute procedures 
reasonably necessary, to prevent violations of such 
code. 


(2) The requirements of paragraph (b)(1) shall not 
apply to any underwriter (i) which is not an affiliated 
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person of the registered investment company or its 
investment adviser, and (ii) none of whose officers, 
directors or general partners serves as an officer, 
director or general partner of such registered 
investment company or investment adviser. 


(c)(1) Every access person of a registered 
investment company or of an investment adviser of 
or principal underwriter for such investment 
company shall report to such investment company, 
investment advisor or principal underwriter of which 
he or she is an access person the information 
described in paragraph (c)(2) with respect to 
transactions in any security in which such access 
person has, or by reason of such transaction 
acquires, any direct or indirect beneficial ownership 
in the security: Provided, however, That any such 
report may contain a statement that the report shall 
not be construed as an admission by the person 
making such report that he or she has any direct or 
indirect beneficial ownership inthe security to which 
the report relates. For purposes of this section, 
beneficial ownership shall be interpreted in the 
Same manner as it would be in determining whether 
a person is subject to the provisions of section 16 of 
the Securities Exchange Act of 1934 [15 U.S.C. 78p] 
and the rules and regulations thereunder, except 
that the determination of direct or indirect beneficial 
ownership shall apply to all securities which the 
access person has or acquires. 


(2) Every report required to be made pursuant to 
paragraph (c)(1) shall be made not later than 10 
days after the end of the calendar quarter in which 
the transaction to which the report relates was 
effected, and shall contain the following information: 


(i) The date of the transaction, the title and the 
number of shares, and the principal amount of each 
security involved: 


(ii) The nature of the transaction (i.e., purchase, sale 
or any other type of acquisition or disposition); 


(iii) The price at which the transaction was effected; 
and 


(iv) The name of the broker, dealer or bank with or 
through whom the transaction was effected. 


(3) Notwithstanding the provisions of paragraph 
(c)(1), no person shall be required to make a report: 


(i) With respect to transactions effected for any 
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account over which such person does not have any 
direct or indirect influence or control; 


(ii) If such person is not an “interested person” of a 
registered investment company within the meaning 
of section 2(a)(19) of the Act [15 U.S.C. 80a- 
2(a)(19)], and would be required to make such a 
report solely by reason of being a director of such 
investment company, except where such director 
knew or, in the ordinary course of fulfilling his official 
duties as a director of the registered investment 
company, should have known that during the 15-day 
period immediately preceding or after the date of the 
transaction in a security by the director such 
security is or was purchased or sold by such 
investment company or such purchase or sale by 
such investment company is or was considered by 
the investment company or its investment adviser; 


(iii) Where the principal underwriter, as to which 
such person is an access person, (A) is not an 
affiliated person of the registered investment 
company or any investment adviser of such 
investment company, and (B) has no officers, 
directors, or general partners who serve as Officers, 
directors or general partners of such investment 
company or any such investment adviser; or 


(iv) Where a report made to an investment adviser 
would duplicate information recorded pursuant to 
Rules 204-2(a)(12) or 204-2(a)(13) [17 CFR 
275.204-2(a)(12) and 275.204-2(a)(13)] under the 
Investment Advisers Act of 1940[15 U.S.C. 80b-1, et 
seq. ]. 


(4) Each registered investment company, 
investment adviser and principal underwriter to 
which reports are required to be made pursuant to 
this section shall identify all access persons who are 
under a duty to make such reports to it and shall 
inform such persons of such duty. 


(d) Each registered investment company, 
investment adviser and principal underwriter which 
is required to adopt a code of ethics or to whith 
reports are required to be made by access persons 
Shall, at its principal place of business, maintain 
records in the manner and to the extent set forth 
below, and make such records available to the 
Commission or any representative thereof at any 
time and from time to time for reasonable periodic, 
special or other examination. 


(1) A copy of each such code of ethics which is, or at 
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any time within the past five years has been, in effect 
shall be preserved in an easily accessible place; 


(2) A record of any violation of such code of ethics, 
and of any action taken as a result of such violation, 
shall be preserved in an easily accessible place fora 
period of not less than five years following the end of 
the fiscal year in which the violation occurs; 


(3) A copy of each report made by an access person 
pursuant to this rule shall be preserved for a period 
of not less than five years from the end of the fiscal 
year in which it is made, the first two years in an 
easily accessible place; and 


(4) A list of all persons who are, or within the past five 
years have been, required to make reports pursuant 
to this section shall be maintained in an easily 
accessible place. 


(e) As used in this rule 
(1) “Access person” means: 


(i) With respect to a registered investment company 
or an investment adviser thereof, any director, 
officer, general partner, or advisory person, as 
defined in this section, of such investment company 
or investment adviser; 


(ii) With respect to a principal underwriter, any 
director, officer, or general partner of such principal 
underwriter who in the ordinary course of his 


business makes, participates in or obtains 
information regarding the purchase or sale of 
securities for the registered investment company for 
which the principal underwriter so acts or whose 
functions or duties as part of the ordinary course of 
his business relate to the making of any 
recommendation to such investment company 
regarding the purchase or sale of securities. 


(iii) Notwithstanding the provisions of paragraph 
(e)(1)(i), where the investment adviser is primarily 
engaged in a business or businesses other than 
advising registered investment companies or other 
advisory clients, the term “access person” shall 
mean: any director, officer, general partner, or 
advisory person of the investment adviser who, with 
respect to any registered investment company, 
makes any recommendation, participates in the 
determination of which recommendation shall be 
made, or whose principal function or duties relate to 
the determination of which recommendation shall 
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be made to any registered investment company; or 
who, in connection with his duties, obtains any 
information concerning securities recommenda- 
tions being made by such investment adviser to any 
registered investment company. 


(iv) An investment adviser is “primarily engaged ina 
business or businesses other than advising 
registered investment companies or other advisory 
clients” when, for each of its most recent three fiscal 
years or for the period of time since its organization, 
whichever is lesser, the investment adviser derived, 
on an unconsolidated basis, more than 50 percent of 
(A) its total sales and revenues, and (B) its income 
(or loss) before income taxes and extraordinary 
items from such other business or businesses. 


(2) “Advisory person” of a registered investment 
company or an investment adviser thereof means: 


(i) Any employee of such company or investment 
adviser (or of any company in a control relationship 
to such investment company or investment adviser) 
who, in connection with his regular functions or 
duties, makes, participates in, or obtains 
information regarding the purchase or sale of a 
security by a registered investment company, or 
whose functions relate to the making of any 
recommendations with respect to such purchases or 
sales; and 


(ii) Any natural person in a control relationship to 
such company or investment adviser who obtains 
information concerning recommendations made to 
such company with regard to the purchase or sale of 
a security. 


(3) “Control” shall have the same meaning as that 
set forth in section 2(a)(9) of the Act [15 U.S.C. 80a- 
2(a)(9)]. 


(4) “Purchase or sale of a security” includes, inter 
alia, the writing of an option to purchase or sell a 
security. 


(5) “Security” shall have the meaning set forth in 
section 2(a)(36) of the Act [15 U.S.C. 80a-2(a)(36)], 
except that it shall not include securities issued by 
the Government of the United States, bankers’ 
acceptances, bank certificates of deposit, 
commercial paper and shares of registered open- 
end investment companies. 


(6) ‘Security held or to be acquired” by a registered 
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investment company means any security as defined 
in this rule which, within the most recent 15 days, (i) 
is or has been held by such company, or (ii) is being 
or has been considered by such company or its 
investment adviser for purchase by such company. 


AUTHORITY 


The Commission is adopting Rule 17j-1 under its 
authority in Sections 17(j) and 38(a) of the Act [15 
U.S.C. 80a-17(j) and 15 U.S.C. 80a-37(a)]. It finds 
that any changes in the rule from the proposal 
published in Investment Company Act Release No. 
10162 have already been generally subject to 
comment and pertain to matters of form or are less 
burdensome than those proposed. Further notice 
and rulemaking procedures under the Administra- 
tive Procedure Act [15 U.S.C. 553] are, therefore, 
unnecessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/497 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11422/October 31, 1980 


In the Matter of 


INVESTMENT GUIDANCE FUND, INC. 
4000 Chester Avenue 
Cleveland, Ohio 44103 


(811-1574) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER OF THE 
COMMISSION DECLARING THAT THE APPLICANT 
HAS CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Investment 
Guidance Fund, Inc. (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment 
company, filed an application on July 25, 1980, for 
an order of the Commission, pursuant to Section 8(f) 
of the Act, declaring that Applicant has ceased to be 
an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant, a corporation organized under laws of the 
State of Ohio, registered under the Act on December 
11, 1967, and filed a registration statement on Form 
S-5 under the Securities Act of 1933 for the public 
offer and sale of shares of its common stock on 
February 15, 1968. Applicant’s 1933 Act registration 
statement was declared effective by the 
Commission on June 16, 1968, and an initial public 
offering of its securities commenced on June 17, 
1968. 


Applicant further states that on January 22, 1980, 
the Board of Directors of Applicant approved an 
Agreement and Plan of Reorganization of the 
Applicant (“Plan”), whereby Applicant would 
transfer substantially all of its assets to Weingarten 
Equity Fund, Inc. (“WEF”) in exchange for shares of 
WEF. According to the Plan, the number of shares of 
WEF which would be issued to Applicant would be 
determined on the basis of the relative net asset 
values of WEF and Applicant, subject to certain 
adjustments, at the close of business on the day 
preceding the effective date of the Plan. Applicant 
represents that on April 17, 1980, the shareholders 
of Applicant approved the Plan and that the effective 
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date for the Plan was April 30, 1980. Pursuant to the 
Plan, Applicant states that it received 102,831.582 
shares of WEF and that all shares of WEF have been 
distributed to the shareholders of Applicant. 
Expenses incurred in implementing the Plan were 
borne by Weingarten Management Corporation, the 
investment adviser to WEF, and Roulston & 
Company, Inc., the investment adviser to Applicant. 


Applicant represents that it currently has no assets 
except for $200 in a checking account which will be 
distributed to WEF pursuant to the Plan and will not 
be invested in securities. Applicant further 
represents that it has no outstanding debts or other 
liabilities, has no securityholders, is not a party to 
any pending litigation or administrative proceeding, 
and has ceased all business activities other than 
activities necessary for the final winding up of its 
affairs. Applicant further states that it was formally 
dissolved under the laws of the State of Ohio on 
August 1, 1980. Finally, Applicant represents that 
within the last eighteen months it has not transferred 
any of its assets to a separate trust, the beneficiaries 
of which were or are securityholders of Applicant. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 
it shall so declare by order and, upon the 
effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 24, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified ifthe Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon Applicant 
at the address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by RuleO-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
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Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11423/October 31, 1980 


In the Matter of 


GOVERNMENT EMPLOYEE’S INVESTMENT 
FUND, INC. 

P.O. Box 572 

Rancho Santa Fe, California 92067 


(811-1872) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Government Employee’s Investment Fund, Inc. 
(“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, 
diversified, management investment company, filed 
an application on July 7, 1980, pursuant to Section 
8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an 
investment company as defined by the Act. 


On October 2, 1980, a notice was issued (Investment 
Company Act Release No. 11383) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
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that the registration of Government Employee's 
Investment Fund, Inc., under the Act shall forthwith 
cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11424/October 31, 1980 


In the Matter of 


REAL ESTATE ASSOCIATES LIMITED Ill, 
NATIONAL PARTNERSHIP INVESTMENTS CORP., 


and 


NATIONAL PARTNERSHIP INVESTMENTS 
ASSOCIATES 

1901 Avenue of the Stars 

Los Angeles, California 90067 


(812-4731) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Real Estate 
Associates Limited Ill (“REAL III”), a California 
limited partnership, and its general partners, 
National Partnership Investments Corp. and 
National Partnership Investments Associates 
(“General Partners” and, together with REAL Ill, 
collectively referred to hereinafter as “Applicants”), 
filed an application on September 8, 1980, pursuant 
to Section 6(c) of the Investment Company Act of 
1940 (“Act”), for an order exempting REAL III from 
all provisions of the Act and rules thereunder. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicants state that REAL II was formed under the 
California Limited Partnership Act on July 25, 1980, 
and is designed to implement the policy of Title IX of 
the Housing and Urban Development Act of 1968 to 
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provide private investors with a means of acquiring 
equity interests in government-assisted low and 
moderate income housing. REAL III will acquire 
limited partnership interests in local limited 
partnerships (“Local Limited Partnerships”) which 
own or lease government-assisted rental housing 
projects for low and moderate income persons. 


REAL III itself is organized as a limited partnership 
because a limited partnership is the only form of 
organization which provides an investor with both 
liability limited to his capital investment and the 
ability to claim on his individual tax return the 
deductions, losses, credits, and other tax items a 
partnership can pass through to its partners. 
Therefore, REAL III will operate as a “two tier’ 
partnership; i.e., REAL Ill, a limited partnership, will 
invest in Local Limited Partnerships which, in turn, 
will be engaged in the development, building, 
ownership, or leasing of government-assisted 
housing for low and moderate income persons. 


One of the primary objectives of REAL III is to pass 
through to its partners during the early years of the 
partnership net losses which may be used to offset 
other taxable income. Another of REAL III's primary 
objectives is to invest in projects which will 
appreciate in value. 


REAL III has filed a registration statement under the 
Securities Act of 1933, as amended, covering the 
sale of 3,000 Units to be offered at a maximum price 
of $5,000 per Unit. Each Unit consists of two limited 
partnership interests and a warrant to purchase two 
additional limited partnership interests, exercisable 
by January 22, 1982 (the “Warrants”). The Warrants 
will entitle an investor to purchase the related 
limited partnership interesets for $2,500 each, the 
equivalent price per limited partnership interest 
acquired pursuant to the purchase of a Unit. In the 
event that any Warrant is not exercised, the 
respective limited partnership interests may be sold 
by REAL III to other qualifying offerees. 


Commencing in 1982, REAL III will allocate 624% of 
profits and losses to the limited partnership interests 
sold in 1982 (whether sold by exercise of the 
Warrants or by subscriptions for interests as towhich 
the Warrants were not exercised), and 37%% of its 
profits and losses to the limited partnership interests 
sold in 1981. This allocation will continue until the 
aggregate profits and losses allocated to the limited 
partnership interests sold in 1982 equal the 
aggregate profits and losses allocated to limited 
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partnership interests sold in 1982 equal the 
aggregate profits and losses allocated to limited 
partnership interests sold in 1981. The effect of this 
allocation is expected to be that, in the course of the 
life of REAL Ill, interests purchased in 1981 by 
investors who do not exercise the Warrants to 
purchase interests in 1982, and interests for which 
subscriptions pursuant to the unexercised Warrants 
are accepted in 1982, will have been allocated an 
equal aggregate amount of profits and losses in 
REAL III and will have equivalent capital accounts. 
After this equalization of capital accounts is 
attained, all interests will be treated equally without 
regard to the date they were purchased. 


Interests in REAL III will be sold only to qualified 
investors with a minimum subscription of one Unit 
($5,000). The General Partners will contribute to 
REAL Ill $12,500, an amount representing 
approximately 1%, .08%, or .04%, respectively, of the 
total capitalization depending upon whether the 
minimum, maximum (excluding exercise of the 
Warrants), or maximum (including exercise of the 
Warrants) offering amount is sold. It is estimated 
that REAL III will have as proceeds of its public 
offering, a minimum of $1,056,000 and maximums 
(depending upon the exercise of the Warrants) of 
approximately $13,200,000 or $26,737,000 
available for investment after deductions for sales 
commissions and anticipated offering expenses. 


Offers to sell and sales of the Units to the public are 
proposed to be effected through E. F. Hutton & 
Company Inc. and other selected members of the 
National Association of Securities Dealers, Inc., 
none of which will own or owns any interest in either 
of the General Partners or will have or has any other 
material relationship with their directors, officers, or 
partners. Such broker-dealers will use their best 
efforts as agents for REAL III and thereafter to sell. 
any limited partnership interests available upon the 
non-exercise of the Warrants. 


No subscription for Units will be accepted unless the 
subscribing investor will represent in the 
Subscription Agreement for Units (1) that he has a 
net worth (exclusive of home, furnishings, and 
automobiles) of at least $50,000 and an annual 
gross income of at least $50,000, or that he has a net 
worth (exclusive of home, furnishings, and 
automobiles) of at least $200,000, or that he is 
purchasing in a fiduciary capacity for a person or 
entity which has such net worth and annual gross 
income; and (2) that he is aware of the risks involved 
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in investing in REAL III. He also must represent that 
some part of his annual income for 1981 will be 
taxable at the federal tax rate of 50% or more, and 
that he anticipates that some part of his income for 
the next six years will, but for the effect of his 
investment in the Units and limited partnership 
interests or other tax shelters, be taxable at such 
50% rate. In addition, the partnership agreement of 
REAL III will require that during the first five years 
following effectiveness of the registration statement, 
each transferee of limited partnership interests 
must represent that he meets the suitability 
standards set forth above. 


REAL II! will be controlled by the General Partners 
pursuant to a partnership agreement (“Partnership 
Agreement”) between the General Partners and 
limited partners, whereby the limited partners, 
consistent with their limited liability status, will not 
be entitled to participate in the control of the 
business of REAL Ill. However, limited partners 
owning a majority of limited partnership interests 
will have the right to amend the Partnership 
Agreement, dissolve REAL III, remove one or both of 
the General Partners and elect successor general 
partners, and continue REAL III upon the death, 
insanity, retirement, or bankruptcy of a General 
Partner. Also under the Partnership Agreement, 
each limited partner or his representative is entitled 
to review the records of REAL III at reasonable times, 
including the register of names, addresses, and 
number of limited partnership interests owned by 
each other limited partner. 


Applicants state that REAL III will invest not less than 
90% of its available capital in Local Limited 
Partnerships which own or lease government- 
assisted housing projects. REAL II! may also invest 
up to 10% of its capital in limited partnerships 
owning other residential projects. REAL III has not 
yet identified any specific Local Limited Partnership 
or projects in which it proposes to invest. However, 
Applicants state that REAL Ill will make its 
investments in accordance with both detailed 
criteria for selecting particular projects for 
investment and certain investment policies which 
may not be changed without approval by the limited 
partners owning at least a majority of the 
outstanding limited partnership interests. 


Because REAL Ill will invest only in limited 
partnership interests, both REAL III and the General 
Partners will have only limited control over the 
management of the Local Limited Partnerships. 
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However, REAL III will own at least 50%, and, in many 
cases, 90% of the limited partnership interests of a 
Local Limited Partnership. Moreover, in negotiating 
Local Limited Partnership Agreements, the General 
Partners will endeavor to provide REAL III with one or 
more of the following: the right to approve or 
disapprove the sale of the project; the right to 
demand a dissolution of the Local Limited 
Partnership; and the right to demand the resignation 
of the local general partners. In addition, REAL III's 
capital contribution to a Local Limited Partnership 
will be made in stages, and, in most cases, REAL III 
will withhold the major portion of its contribution 
until the project has been constructed and is 
operating. 


Although the General Partners are engaged in other 
real estate transactions and manage other similar 
limited partnerships, REAL III will not sell, acquire, 
or lease properties or interests therein to or from the 
General Partners or their affiliates. Further, the 
General Partners have undertaken that no new 
public offerings with the same investment objectives 
as REAL III will be commenced until substantially all 
funds raised by REAL II] have been committed to 
investment or otherwise utilized as described in the 
REAL III prospectus. 


The General Partners will be entitled to receive 1% of 
REAL III’s profits, losses, and distributions subject to 
the conditions that their 1% share of net cash flow 
will be reduced each year by the amount of annual 
management fees which are paid or payable tothem 
in that year. In addition to their 1% participation in 
REAL Ill’s profits, losses, and distributions, the 
General Partners will receive certain fees for 
overseeing the conduct of REAL III's affairs and the 
continuing operation of each project. Applicants 
represent that these fees are in substantial 
conformity with the standards imposed by the 
Midwest Securities Commissioners and the 
California Corporations Commissioner, and that to 
the best of their knowledge all such fees are in 
compliance with the current rules promulgated by 
such authorities. 


In the initial period, the General Partners will be paid 
a fee for the organization and initial management of 
REAL Ill, the syndication of the Units and the 
provision of certain financing commitments, if any, 
aggregating approximately 0.9% of invested assets. 
Invested assets are defined as the sum of the capital 
contributions anticipated to be made by REAL II! to 
the Local Limited Partnerships and the aggregate 
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amount of the nonrecourse mortgage loans on the 
projects owned by such Local Limited Partnerships 
attributable to REAL III's capital contributions. The 
General Partners also will receive acquisition and 
selection fees for their services in connection with 
the selection, evaluation, negotiation, and 
acquisition of REAL III’s investments. The aggregate 
amount of such fees will equal approximately 1.3% 
of invested assets. Of the proceeds from the sale of 
the Units, Applicants anticipate that approximately a 
minimum of $117,600 and maximums (depending 
upon the exercise of the Warrants) of $1,500,000 
and $3,100,000 will be paid for these organization, 
initial management, syndication, and commitment 
fees, and acquisition and selection fees. 


During REAL III’s operational period, the General 
Partners will receive, in consideration for their 
management services, an annual fee in an amount 
equal to 0.5% of invested assets to be paid out of 
REAL II!’s general funds. As noted above, this annual 
management fee will be applied against the General 
Partners’ 1% share of REAL IIl’s net cash flow. 
Finally, when a project is sold, the General Partners 
will receive a liquidation fee based upon the net 
proceeds only after payment to the limited partners 
of their invested capital in the project, plus an 
amount sufficient to pay their federal and state 
taxes. 


REAL III states that it will file with the Commission 
pursuant to Section 15(d) of the Securities Exchange 
Act of 1934 all required annual reports, quarterly 
reports, and current reports on Forms 10-K, 10-Q, 
and 8-K, as well as any other reports required by 
such act. The General Partners will also send each 
limited partner a year-end report containing 
financial statements audited by REAL Ill’s 
independent accountants and tax information 
necessary for the preparation of each limited 
partner's federal income tax return. In addition, each 
limited partner will receive a report at least 
semiannually of REAL Ill’s activities and the 
operational status of its investments, as well as 
interim reports regarding acquisitions. 


Under the California Limited Partnership Act, and 
under the terms of the Partnership Agreement, the 
corporate General Partner, which has registered as 
an investment adviser under the Investment 
Advisers Act of 1940, and the non-corporate General 
Partner, are fiduciaries of REAL II! and its limited 
partners. Applicants state that under the 
Partnership Agreement, the officers and directors of 


502/SEC DOCKET 


the corporate General Partner and the partners of 
the non-corporate General Partner will be 
indemnified only when a court finds that such 
persons’ conduct fairly and equitably merits 
indemnity in the amount claimed. 


Without conceding that REAL III is an investment 
company as defined in the Act, Applicants request 
that REAL II! be exempt from the provisions of the 
Act pursuant to Section 6(c). Section 6(c) of the Act 
provides that the Commission may exempt any 
person, security, or transaction from any provision of 
the Act and rule thereunder if, and to the extent that, 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicants contend that the exemption of REAL III 
from all provisions of the Act is both necessary and 
appropriate in the public interest. Applicants assert 
that the form of organization of REAL Ill, i.e, a 
limited partnership, which is necessary to limit the 
liability of private investors investing in subsidized 
low and moderate income housing, is incompatible 
with the regulatory framework of the Act. Applicants 
contend that to discourage the two-tier limited 
partnership arrangement by application of the Act 
would eliminate the primary means of attracting 
private equity capital into government-assisted 
housing and would frustrate the national policy 
declared by Congress “to encourage the widest 
possible participation by private enterprise in the 
provision of housing for low and moderate income 
persons.” Applicants further state that the 
exemption would be consistent with the protection of 
investors and the purposes and policies of the Act. 
The limited partnership interests in REAL III are 
being sold only to relatively sophisticated investors 
who will be apprised of the management of REAL III 
and of the Local Limited Partnerships through 
reports sent to the limited partners and filed with the 
Commission. Furthermore, Applicants state that the 
General Partners’ discretion to invest the assets of 
REAL Ill is proscribed by its stated investment 
policies and objectives, which may be changed only 
by the vote of the holders of at least a majority of the 
outstanding limited partnership interests. With a 
majority vote, the limited partners will also have the 
right to dissolve REAL III, to amend the Partnership 
Agreement, and to remove the General Partners. 


Applicants further assert that although the 
involvement of the General Partners in similar past 
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and future partnerships could create a conflict of 
interest, such potential conflicts are mitigated by the 
General Partners’ undertaking not to make any 
conflicting new public offering until substantially all 
of REAL III’s funds have been committed and to 
follow prescribed procedures for determining which 
partnership should make an investment in the event 
of a conflict. Moreover, Applicants state that the 
Partnership Agreement prohibits certain 
transactions between REAL Ill and its General 
Partners and their affiliates in order to eliminate or 
significantly mitigate conflicts of interest. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 25, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of fact 
or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11425/November 4, 1980 


In the Matter of 


FAMILY LIFE INSURANCE COMPANY 
AND 


MERRILL LYNCH VARIABLE ANNUITY ACCOUNT 
Park Place 
Seattle, WA 98101 


AND 


MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED 

One Liberty Plaza 

New York, NY 10080 


(812-4718) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTIONS 
2(a)(32), 2(a)(35), 12(d)(1), 22(c), 26(a), 27(c)(1), 
27(c)(2) AND 27(d) OF THE ACT AND RULE 22c-1 
THEREUNDER AND PURSUANT TO SECTION 11 OF 
THE ACT APPROVING CERTAIN OFFERS OF 
EXCHANGE 


NOTICE IS HEREBY GIVEN that Family Life 
Insurance Company (“FLIC”’), a stock life and 
disability insurance company organized under the 
laws of the State of Washington, Merrill Lynch 
Variable Annuity Account (the “Account”), a 
separate account of FLIC registered under the 
Investment Company Act of 1940 (the “Act”) as a 
unit investment trust, and Merrill Lynch, Pierce, 
Fenner & Smith Incorporated (“MLPF&S”), the 
principal underwriter for the Account, (collectively 
referred to herein as “Applicants’) filed an 
application on August 25, 1980, and amendments 
thereto on September 25, October 14, and October 
30, 1980, for an order of the Commission pursuant to 
Section 6(c) of the Act granting exemptions from 
the provisions of Sections 2(a)(32), 2(a)(35), 
12(d)(1), 22(c), 26(a), 27(c)(1), 27(c)(2) and 27(d) 
of the Act and Rule 22c-1 thereunder and pursuant 
to Section 11 of the Act approving certain offers of 
exchange. All interested persons are referred to the 
application on file with the Commission for a 
statement of the facts and representations 
contained therein, which are summarized below. 
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FLIC, a wholly-owned subsidiary of Merrill Lynch & 
Company, Inc., a diversified financial services 
holding company organized in 1973, established the 
Account on July 21, 1980 for the purpose of funding 
certain variable annuity contracts to be issued by 
FLIC (“Contracts”). Assets of the Account will be 
invested in shares of Merrill Lynch Corporate Bond 
Fund, Inc., Merrill Lynch Basic Value Fund, Inc., 
Merrill Lynch Special Value Fund, Inc., Merrill Lynch 
Ready Assets Trust, and Merrill Lynch Capital 
Fund, Inc., all of which are diversified open-end 
management companies registered under the Act. 
Merrill Lynch Corporate Bond Fund is a series 
company with three separate portfolios, and assets 
of the Account will be invested in shares of each 
such portfolio. (The above-named Funds and the 
separate portfolios of the Corporate bond Fund are 
referred to herein as the “Funds”). The investment 
advisers of the Funds are direct or indirect wholly- 
owned subsidiaries of Merrill Lynch & Company, Inc. 
MLPF&S, which is the principal underwriter of the 
Contracts, is also a subsidiary of Merrill Lynch & 
Company, Inc., and a broker-dealer registered under 
the Securities Exchange Act of 1934. 


The Contracts funded through the Account are 
individual deferred variable annuity contracts 
designed for use in connection with retirement plans 
meeting the requirements of Sections 401, 403(a), 
404, or 408 of the Internal Revenue Code of 1954 
(“qualified plans”) or plans not entitled to special 
income tax treatment under such or comparable 
provisions of the Code (“non-qualified plans”). The 
contract owner may allocate all or a portion of each 
purchase payment among one or more sub- 
accounts of the Account for investment in shares of 
one or more of the Funds (or portfolios of the 
Corporate bond Fund) selected by the owner. With 
respect to each Fund (or portfolio of the Corporate 
Bond Fund) the Account will be divided into one sub- 
account for qualified plans and one sub-account for 
non-qualified plans. Upon notice to FLIC, the 
contract owner may transfer all or part of the 
contract value from one sub-account to another. 
However, notransfer may be made within six months 
of the date of issue of the Contract, and all transfers 
must be at least six months apart. Such sub-account 
transfers, as well as all other investments, are also 
subject to any applicable limits and rules 
established by each of the affected Funds. 


Applicants state that under the Contracts no sales 


charges will be deducted from purchase payments 
as they are made. Instead, a contingent deferred 
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sales charge will be assessed in some 
circumstances in the event of a full or partial 
withdrawal of the net contract value. The contingent 
deferred sales charge made at withdrawal will be the 
lesser of (i) 5% of the total purchase payments made 
within 7 years prior to the date of withdrawal, or (ii) 
5% of the amount withdrawn. The cumulative total of 
all contingent deferred sales charges made within 7 
years prior to the date of withdrawal will never 
exceed 5% of the total purchase payments made 
during the same period. No charge will be made for 
such part of the first withdrawal in any contract year 
as does not exceed 10% of the sum of all purchase 
payments made more than one year prior to the date 
of withdrawal. The contingent deferred sales charge 
may be reduced when sales of Contracts are made to 
a trustee, employer or similar party pursuant to a 
retirement plan or similar arrangement for sales of 
Contracts to a group of individuals if such program 
results in a savings of sales expenses. Any such 
reduction will not be unfairly discriminatory to any 
contract owner. 


Other charges under the Contracts include a 
contract administration charge of $30 which FLIC 
deducts from the value of each Contract on each 
contract anniversary on or prior to the annuity date. 
Such charge will also be deducted upon the 
withdrawal in full of the contract value on any date 
other than a contract anniversary. The contract 
administration charge is designed only to reimburse 
FLIC for administration expenses on a cumulative 
basis. In addition, FLIC will assess an expense risk 
charge and a mortality risk premium which on an 
annual basis will equal 0.5% and 0.8%, respectively, 
of the daily net asset value of the Account. Finally, 
any premium taxes imposed by a state or other 
government entity will be deducted from the 
contract value at the annuity date. 


Section 2(a)(35) 


Section 2(a)(35) of the Act defines “sales load” as 
the difference between the price of a security to the 
public and that portion of the proceeds from its sale 
which is received and invested, less any portion of 
such difference deducted for trustee’s or 
custodian’s fees, insurance premiums, issue taxes, 
or administrative expenses or fees which are not 
properly chargeable to sales or promotional 
activities. Applicants state that the contingent 
deferred sales charge is not within the definition of 
sales load set forth in Section 2(a)(35), since it is not 
deducted from the payment received from the 
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contract owner. However, Applicants assert that the 
charge is designed to cover precisely those 
expenses to which the definition of sales load relates 
and if treated as such would be subject to certain 
provisions of Section 27 of the Act. Accordingly, 
Applicants have requested an exemption from 
Section 2(a)(35) to avoid any question as to the 
consistency of the proposed contingent deferred 
sales charge with the loading pattern contemplated 
by Sections 2(a)(35) and 27. 


Applicants state that although FLIC will make no 
deduction from purchase payments for sales 
charges, it will incur expenses relating to the sale of 
the Contracts under which such payments are 
made, including commissions paid to sales 
personnel, costs of advertising and sales promotion, 
costs of the prospectus allocable to new sales and 
sales administration. Applicants state further that 
the contingent deferred sales charge, if applicable, 
will be assessed by FLIC to reimburse it solely for 
expenses relating to the sale of the Contracts, and 
that but for the timing of its imposition, the charge 
for these expenses fits squarely within the Section 
2(a)(35) definition of “sales load.” Applicants assert 
that deferring the sales charge and making it 
contingent upon the occurrence of an event which 
may never occur do not alter the basic nature of the 
charge which remains in all other respects a sales 
load. Applicants maintain that the sales charge 
provisions of the Contracts are to the advantage of 
contract owners in that the assessment of a 
contingent deferred sales charge will permit the 
entire purchase payment to be allocated to the 
Account for investment in shares of the Funds and if 
the contract owner makes no withdrawals, has made 
no purchase payments for 7 years, or makes only 
one withdrawal in any contract year which does not 
exceed 10% of the sum of all purchase payments 
made more than one year prior to the date of 
withdrawal, all purchase payments under the 
Contract will be completely free of any sales charge. 
Finally, Applicants state that the charge is clearly 
within the amount permitted by Section 27(a)(1) of 
the Act, since the cumulative total of all contingent 
deferred sales charges cannot exceed 5% of the total 
purchase payments made. 


Section 2(a)(32) and 27(d) 
Section 2(a)(32) of the Act defines a “redeemable 
security” as any security under the terms of which 


the holder, upon presentation to the issuer, is 
entitled to receive approximately his proportionate 
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share of the issuer's current net assets, or the cash 
equivalent thereof. Section 27(d) of the Act requires 
that the holder of a periodic payment plan 
certificate be able to surrender the certificate at any 
time within the first eighteen months after its 
issuance and receive the value of his account and 
any amount paid for sales loading in excess of 15 
percent of the gross payments made on such 
certificate. Applicants submit that the imposition of 
the contingent deferred sales charge is not 
inconsistent with the requirements of either 
Sections 2(a)(32) or 27(d) that the holder of a 
periodic payment plan certificate receive his 
proportionate share of the issuer’s current net assets 
or his account value, respectively. However, in order 
to avoid any question as to the applicability of such 
sections, Applicants have requested an exemption 
from the definition of redeemable security in Section 
2(a)(32) and from the requirements of Section 27(d) 
to the extent necessary to permit Applicants to offer 
the Contracts with the proposed contingent deferred 
sales charge. 


Applicants assert that under the contracts the 
contract owner's proportionate share or account 
value could be viewed as the gross purchase 
payments made, plus or minus any increase or 
decrease in value, less the contingent deferred sales 
charge and that the difference between the loading 
pattern contemplated by Sections 2(a)(32) and 
27(d) and that proposed for the Contracts is limited 
to deferring the assessment of the sales charge. 
Applicants state that deferring the imposition of the 
sales charge does not prevent the contract owner 
from receiving as his proportionate share of the 
issuer's current net assets or the value of his account 
the amount he would otherwise receive on 
withdrawal or redemption. Applicants maintain that 
the contingent deferred sales charge is merely 
deducted at the time of withdrawal in determining 
the proportionate share or account value, rather 
than being deducted from purchase payments. 
Applicants contend that the contingent deferred 
sales charge defers the timing of the imposition of 
the sales charge and makes the charge contingent 
on the occurrence of an event which might never 
occur. Finally, Applicants state that this method of 
assessing sales charges permits the contract 
owner's net amount invested to be increased and, in 
certain circumstances, may result inno sales charge 
being assessed, thereby benefiting the contract 
owner. 


Section 22(c) and rule 22c-1 
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Section 22(c) of the Act and Rule 22c-1 thereunder 
prohibit a registered investment company issuing a 
redeemable security from selling, redeeming or 
repurchasing any such security except at a price 
based on the current net asset value of such 
security. Applicants submit that the contingent 
deferred sales charge is not violative of Section 22(c) 
or Rule 22c-1 thereunder. However, in order to avoid 
any question as to the applicability of the Section 
and Rule, Applicants have requested an exemption 
therefrom to the extent necessary to permit 
Applicants to offer the Contracts with the proposed 
contingent deferred sales charge. 


Applicants state that the value at which a full or 
partial withdrawal under a Contract is effected will 
be based on the current net asset value and that the 
contingent deferred sales charge will merely be 
deducted at the time of withdrawal in determining 
the payment to which the contract owner is entitled 
or the reduction in the contract value resulting from 
the withdrawal. 


Section 27(c)(1) 


Section 27(c)(1) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or any depositor of or 
underwriter for such company, to sell any such 
certificate unless it is a redeemable security. 
Applicants state that they do not believe that the 
imposition of a contingent deferred sales charge in 
connection with certain withdrawals, which will be 
fully disclosed in the prospectus relating to the 
Contracts, restricts the redeemability of the 
Contracts for purposes of Section 27(c)(1). 
Applicants contend that a view to the contrary would 
be especially difficult to maintain if the relief 
requested from the definition of redeemable 
security in Section 2(a)(32) should be granted. 
However, in order to avoid any question as to the 
applicability of Section 27(c)(1), Applicants have 
requested an exemption from the provisions of 
Section 27(c)(1) to the extent necessary to permit 
Applicants to offer the Contracts on the terms 
proposed. 


Applicants assert that the Contracts are clearly 
redeemable securities, whether the sales charge is 
deducted from purchase payments at the time of 
purchase, or whether such charge is deferred and 
made contingent upon an event which may or may 
not occur at a later time during the contract period. 
Applicants state that this is particularly true where, 
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as here, the deferral of the contingent deferred sales 
charge until a withdrawal is effected has the general 
effect of increasing the contract value in comparison 
with the contract value that would result were the 
sales charge deducted from purchase payments 
prior to investment. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2) of the Act, as here 
pertinent, prohibit a registered unit investment trust 
and any depositor thereof or underwriter therefor 
from selling periodic payment plan certificates 
unless the proceeds of all payments other than the 
sales load are deposited with a qualified bank as 
trustee or custodian and held under an indenture or 
agreement containing specific provisions. Such 
agreement must provide, inter alia, that the bank (i) 
shall have possession of all property of the unit 
investment trust and segregate and hold the same in 
trust, (ii) shall not resign until the trust has been 
liquidated or a successor has been appointed, (iii) 
may collect from the income and, if necessary, from 
the corpus of the trust such fees for services 
performed and reimbursement of expenses 
incurred as are provided for in the agreement, and 
(iv) shall not be allowed as an expense any payment 
to the depositor or principal underwriter except a 
fee, not exceeding such reasonable amount as the 
Commission may prescribe, for performing 
bookkeeping and other administrative services of a 
character normally performed by the bank itself. 


Applicants have requested an exemption from the 
provisions of Sections 27(c)(2) and 26(a)(2)(C) to 
the extent necessary to permit them to offer the 
contract with the proposed contingent deferred 
sales charge. Applicants state that the proposed 
sales charge is not inconsistent with the purposes of 
Sections 27(c)(2) and 26(a), which were not 
intended to prevent the depositor of a_ unit 
investment trust from imposing a sales load in 
connection with the sale of the trust’s securities. 
Applicants observe that Section 27(c)(2) 
specifically excepts sales load deductions from the 
requirement that the proceeds be deposited with a 
trustee or custodian and assert that deferring the 
sales charge and making it contingent upon an event 
which may never occur do not change the basic 
nature of the charge as a sales load within the 
contemplation of Section 27(c)(2). Applicants 
contend that the contingent deferred sales charge 
should not be deemed to be the type of charge the 
payment of which would be disallowed as an 
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expense to a trustee or custodian, since the charge is 
intended specifically to reimburse Applicants for 
sales-related expenses. 


Applicants have also requested an exemption from 
the provisions of Sections 27(c)(2) and 26(a) to 
permit purchase payments under the Contracts to 
be held by FLIC or its agent rather than by a bank as 
custodian or trustee pursuant to an agreement 
meeting the requirements of Section 26(a). 
Applicants state that as a life insurance company, 
FLIC must retain ownership of the Account'’s assets 
and therefore may not convey them to another in 
trust and that there appears to be little or no 
necessity for requiring a bank trustee or custodian in 
the context of an established insurance company 
offering variable annuity contracts through a 
separate account registered as a unit investment 
trust. Applicants represent that FLIC is subject to 
extensive supervision and regulation by the 
Washington Insurance Department and is also 
subject to the insurance laws and regulations of 
other states and jurisdictions in which it is licensed 
to operate. Applicants state that the supervision and 
inspection to which FLIC is subject are applicable to 
the Account so as to afford protection to variable 
annuity contract owners and provide assurance of 
FLIC’s performance of its obligations to such owners. 
In addition, Applicants assert that all obligations 
under FLIC’s variable annuity contracts will be 
general obligations of FLIC which may not be 
abrogated and that the assets and retained earnings 
of FLIC provide ample assurance of its financial 
ability to meet its obligations under such contracts. 
Finally, Applicants state that it is contemplated that 
the Fund shares issued to the Account will be held 
pursuant to an open account system and will not be 
represented by any transferable stock certificates 
which might require a trusteeship or custodianship 
for safekeeping purposes. 


Applicants assert that the contingent deferred sales 
charge will cover, at most, sales expenses incurred 
by FLIC only with respect to the Contract under 
which the charge is made and that sales expenses 
incurred with respect to Contracts which do not 
terminate prematurely will initially be provided for 
out of FLIC’s surplus. Applicants state that FLIC 
expects that the level of contract sales should be 
sufficient to generate profits adequate to 
compensate for sales expenses not recovered 
through the contingent deferred sales charge and 
that such profits will be attributable principally tothe 
mortality risk premium and expense risk charge. 
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Applicants indicate that the grant of the requested: 
relief will permit FLIC to assess a mortality risk 
premium and expense risk charge, which would 
otherwise be precluded by Section 26(a). They also 
acknowledge the Commission’s concern as to the 
propriety of investment companies bearing 
distribution expenses. However, Applicants assert 
that no specific factor was included in establishing 
the level of the mortality risk premium and expense 
risk charge for the purposes of recovering sales 
expenses in excess of contingent deferred sales 
charge revenues. Applicants also represent that 
even if FLIC realizes no profit in respect of the 
Contracts it will still have incurred sales expenses 
not recovered through the contingent deferred sales 
charge, for which expenses no reimbursement from 
contract owners may be obtained. Finally, 
Applicants submit that the contract charges are 
consistent with industry practice and that an 
additional sales charge would not be in the best 
interest of contract owners. 


Applicants have consented to the requested 
exemption being made subject to the following 
conditions: (1) that the charges to variable annuity 
contract owners for administrative services shall not 
exceed such reasonable amounts as the 
Commission shall prescribe, jurisdiction being 
reserved for such purpose, and (2) that the payment 
of sums and charges out of the assets of the Account 
shall not be deemed to be exempted from regulation 
by the Commission by reason of the requested order, 
provided that Applicants’ consent to this condition 
shall not be deemed to be a concession to the 
Commission of authority to regulate the payment of 
sums and charges out of such assets other than 
charges for administrative services, and Applicants 
reserve the right in any proceeding before the 
Commission or in any suit or action in any court to 
assert that the Commission has no authority to 
regulate the payment of such other sums or charges. 


Section 12(d)(1) 


Section 12(d)(1)(A) of the Act makes it unlawful for a 
registered investment company (the “acquiring 
company”) to acquire any security issued by any 
other investment company (the “acquired 
company”) if, after such acquisition, (i) the 
acquiring company, alone or together with other 
companies controlled by it, owns more than three 
percent of the total outstanding voting stock of the 
acquired company; (ii) more than five percent of the 
value of the acquiring company’s assets consists of 
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securities of the acquired company, or (iii) more 
than ten percent of the value of the acquiring 
company’s assets consists of securities issued by 
the acquired company and other investment 
companies. Section 12(d)(1)(B) makes it unlawful 
for a registered open-end investment company (the 
“acquired company”) or its principal underwriter 
knowingly to dispose of any security issued by the 
acquired company to any other investment 
company (the “acquiring company’) if, immediately 
after such disposition, more than (i) three percent of 
the total outstanding voting stock of the acquired 
company is owned by the acquiring company and 
any companies controlled by it; or (ii) ten percent of 
the total outstanding voting stock of the acquired 
company is owned by the acquiring company and 
other investment companies or companies 
controlled by them. 


Applicants state that while shares of the Funds are 
and will continue to be offered directly to the public, 
shares of the funds held by the Account will exceed 
the percentage limitation set forth in Section 
12(d)(1)(A)(iil) and may exceed the other 
percentage limitations set forth in Sections 
12(d)(1)(A) and (B). Applicants suggest that 
subsection (E) of Section 12(d)(1) may make it 
unnecessary for them to seek an exemption from 


Section 12(d)(1) since subsection (E) provides that 
the provisions of Section 12(d)(1) do not apply if (i) 


the principal underwriter for the investment 
company is a broker or dealer registered under the 
Securities Exchange Act of 1934, and (ii) the 
securities are the only investment securities held by 
a registered unit investment trust that issues two or 
more classes or series or securities, each of which 
provides forthe accumulation of shares of a different 
investment company. Applicants indicate that they 
may satisfy the conditions of subsection (E), but in 
order to avoid any question concerning the scope of 
relief afforded by subsection (E) they have 
requested an exemption from the provisions of 
Section 12(d)(1) to the extent necessary to permit 
the Account to invest in shares of the Funds without 
regard to the limitations of Sections 12(d)(1)(A) and 
(B). 


Applicants contend that the proposed arrangement 
does not appear to present the type of abuse or 
danger against which Section 12(d)(1) was intended 
to guard. They state that that section was apparently 
intended to prevent the “pyramiding” of investment 
companies and that it is not their intent to “pyramid” 
but merely to grant to their customers and 
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prospective customers flexibility in the choice of 
investment funds. 


Section 11 


Section 11(a) of the Act makes it unlawful for a 
registered open-end investment company, or its 
principal underwriter, to offer securities of an 
investment company in exchange for other 
securities of the same or another investment 
company unless the exchange either is based onthe 
respective net asset values of the securities or has 
received prior approval of the Commission. Section 
11(c) provides that in the case of a unit investment 
trust the prohibition of Section 11(a) is applicable 
regardless of the basis of the exchange. Applicants 
submit that the proposed transfers of contract value 
from one sub-account of the Account to another are 
not prohibited by Section 11. However, in order to 
avoid any question in this regard, Applicants have 
requested an order pursuant to Section 11 
approving the transfer provisions described above. 


Applicants state that the apparent purpose of 
Section 11 is to protect investors against unfair 
exchange offers. Applicants assert that since the 
transfer privilege under the Contracts will be based 
on the respective net asset values of the shares of the 
underlying funds and no charges will be imposed on 
exercise of the privilege, the investor is assured that 
the arrangement is fair. Applicants contend that 
variable annuity contracts are normally purchased 
as long term investments and that a transfer 
privilege is in the best interest of contract owners by 
facilitating their periodic reevaluation and 
adjustment of investment objectives. 


Section 6(c) 


Section 6(c) of the Act provides in pertinent part that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes 
thereof, from any provision of the Act or any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN THAT any interested 
person may, not later than November 28, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
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a statement as to the nature of his/her interest, the 
reason for such request and the issues, if any, of fact 
or law proposed to be controverted, or he/she may 
request that he/she be notified if the Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit or in 
the case of an attorney at law by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following 
November 28, 1980 unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11426/November 4, 1980 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE 
INSURANCE COMPANY 


SHEARSON/HARTFORD VARIABLE ACCOUNT “‘A“ 
Hartford Plaza 

Hartford, Connecticut 06115 

AND 

SHEARSON LOEB RHOADES, INC. 

14 Wall Street 

New York, New York 10005 

(812-4703) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 GRANTING 
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EXEMPTIONS FROM THE PROVISIONS OF 
SECTIONS 2(a)(32), 2(a)(35), 22(c), 26(a)(1), 
26(a)(2)(C), 26(a)(2)(D), 27(c)(1), 27(c)(2), 27(d), 
OF THE ACT AND RULE 22c-1 THEREUNDER AND 
PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE 


Hartford Variable Annuity Life Insurance Company, 
a stock life insurance company organized under the 
laws of the state of Connecticut; Shearson/Hartford 
Variable Account “A”, a unit investment trust 
registered under the Investment Company Act of 
1940 (“Act”) and Shearson Loeb Rhoades Inc., a 
broker-dealer registered under the Securities 
Exchange Act of 1934 (collectively “Applicants”) 
filed an application on July 11, 1980 and an 
amendment thereto on October 1, 1980 pursuant to 
Section 6(c) of the Act for an Order exempting 
Applicants from the provisions of Sections 2(a)(32), 
2(a)(35), 22(c), 26(a)(1), 26(a)(2)(C), 26(a)(2)(D), 
27(c)(1), 27(c)(2), and 27(d) of the Act to the extent 
requested and for an Order pursuant to Section 
11(a) of the Act with respect to offers of exchange. 


On September 3, 1980 a notice was issued 
(Investment Company Act Release No. 11386) ofthe 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offers be, and hereby 
are, approved, and pursuant to Section 6(c) of the 
Act, that the requested exemptions from Sections 
2(a)(32), 2(a)(35), 22(c), 26(a)(1), 26(a)(2)(C), 
26(a)(2)(D), 27(c)(1), 27(c)(2), and 27(d) of the Act, 
and Rule 22c-1 thereunder, be, and hereby are, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11427/November 4, 1980 


In the Matter of 


CHASE NATIONAL INCOME FUND, INC. 
1000 N. Central Expressway 
Dallas, Texas 75231 


(811-2555) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940 


On September 29, 1980, a notice was issued 
(Investment Company Act Release No. 11378) 
stating that the Commission proposed, pursuant to 
Section 8(f) of the Investment Company Act of 1940 
(“Act”), to declare by order on its own motion that 
Chase National Income Fund, Inc. (“Fund”), 
registered under the Act as an open-end, diversified 
management investment company, has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Chase National Income Fund, 
Inc., under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11428/November 4, 1980 


In the Matter of 


GRADISON CASH RESERVES, INC. 
580 Building 
Cincinnati, Ohio 45202 


(812-4739) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
2(a)(41) OF THE ACT AND RULES 2a-4 AND 22c-1 
THEREUNDER 


NOTICE IS HEREBY GIVEN that Gradison Cash 
Reserves, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (the “Act”), as an 
open-end, diversified management investment 
company, filed an application on September 24, 
1980, and an amendment thereto on October 22, 
1980, requesting an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting the 
Applicant from the provisions of Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder to the 
extent necessary to permit the Applicant to value its 
portfolio securities using the amortized cost method 
of valuation. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant states that it is a “money market” fund 
whose objective is to seek maximum current income 
consistent with preservation of capital. The 
application also states that Gradison & Company 
Incorporated acts as the investment adviser of the 
Applicant. As of September 5, 1980, Applicant had 
net assets of approximately $321,300,000. The 


minimum initial investment 
Applicant is $1000. 


in shares of the 


Applicnat represents that its net assets are invested 
in a variety of short-term money market instruments 
normally maturing within one year from the date of 
purchase which include obligations issued or 
guaranteed by the U.S. Government or its agencies 
or instrumentalities, obligations of domestic banks 
which are members of the Federal Deposit 
Insurance Corporation, obligations of savings and 
loan associations which are members of the Federal 
Savings and Loan Insurance Corporation, prime 
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commercial paper, other corporate obligations with 
remaining maturities of one year or less, floating rate 
notes and repurchase agreements. 


The application represents that permissible 
commercial paper investments of the Applicant 
consist only of direct obligations which, when 
purchased, are rated A-1 by Standard and Poor’s 
Corporation or Prime-1 by Moody’s Investors 
Service, Inc., or which are issued by companies 
having an outstanding unsecured debt issue 
currently rated AA or better by Standard and Poor’s 
or Aa or better by Moody’s. The application further 
states that other corporate obligations eligible for 
investment by the Applicant consist of those with 
remaining maturities of one year or less which, when 
purchased, are rated AA or better by Standard and 
Poor’s or Aa or better by Moody’s The application 
further states that floating rate notes, when 
purchased by the Applicant, must satisfy the rating 
standards for other corporate obligations. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities, and (2) with respect 
to other securities and assets, fair value as 
determined in good faith by the board of directors. 
Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable 
security shall sell, redeem or repurchase any such 
security except at a price based on the current net 
asset value of such security which is next computed 
after receipt of a tender of such security for 
redemption or of an order to purchase or to sell such 
security. Rule 2a-4 adopted under the Act provides, 
as here relevant, that the “current net asset value” of 
a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution and redemption shall be 
an amount which reflects calculations made 
substantially in accordance with the provisions of 
the rule, with estimates used where necessary or 
appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current 
market value, and that other securities and assets 
shall be valued at fair value as determined in good 
faith by the board of directors of the registered 
company. Prior to the filing of the application, the 
Commission expressed its view that, among other 
things: (1) Rule 2a-4 under the Act requires that 
portfolio instruments of “money market” funds be 
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valued with reference to market factors, and (2) it 
would be inconsistent, generally, with the provisions 
of Rule 2a-4 for a “money market” fund to value its 
portfolio instruments on an amortized cost basis 
(Investment Company Act Release No. 9786, May 
31, 1977). In view of the foregoing, Applicant 
requests exemptions from Section 2(a)(41) of the 
Act and Rules 2a-4 and 22c-1 thereunder to the 
extent necessary to permit Applicant to value its 
portfolio by means of the amortized cost method of 
valuation. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision under the Act or any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


In support of the relief requested, Applicant states 
that its experience has been that investors in a 
“money market” fund desire a stable net asset value, 
preferably at $1.00 per share, and a steady flow of 
investment income. Applicant represents that to 
maintain a net asset value per share of $1.00 and 
nevertheless employ the amortized cost method of 
valuation to reflect a more consistent yield, 
Applicant has found it necessary to invest its assets 
primarily in securities having remaining maturities 
of 60 days or less. Applicant further represents that, 
if it is permitted to do so, the ability to purchase 
securities having remaining maturities of more than 
60 days and to value them by means of the 
amortized cost method of valuation would provide 
management of the Applicant and its investment 
adviser substantial additional flexibility in managing 
the Applicant’s portfolio of investments to respond to 
fluctuating interest rate levels, while at the same 
time enabling the Applicant to maintain its net asset 
value per share at $1.00. The application states that 
the board of directors of the Applicant has 
determined that an average portfolio maturity of 
approximately 120 days satisfies the two previously- 
mentioned requirements of its investors — that is, 
such an average maturity substantially protects the 
investors from the possibility of significant volatility 
in the value of portfolio instruments, while at the 
same time providing a yield on portfolio instruments 
commensurate with yields available in the general 


SEC DOCKET/511 





money market, which yield might not otherwise be 
available with a portfolio having an average maturity 
of a shorter duration. 


The Applicant consents to the imposition of the 
following conditions in any order granting the 
exemptions requested: 


(1) In supervising the Applicant’s operations and 
delegating to the Applicant’s investment adviser 
special responsibilities involving portfolio 
management, the Applicant's board of directors 
undertakes — as a particular responsibility within 
the overall duty of care owed to its stockholders — to 
establish procedures reasonably designed, taking 
into account current market conditions and the 
Applicant's investment objective, to stabilize the 
Applicant’s net asset value per share, as computed 
for the purpose of distribution, redemption and 
repurchase, at $1.00 per share. 


(2) Included among the procedures to be adopted by 
the board of directors shall be the following duties 
and responsibilities: 


(a) Review by the board of directors, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the Applicant’s 
$1.00 amortized cost price per share from the net 
asset value per share as determined by using 
available market quotations, and the maintenance 
of records of such review.! 


(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds 1/2 of 1%, a 
requirement that the board of directors will promptly 
consider what action, if any, should be initiated. 


(c) Where the board of directors believes the extent 
of any deviation from the Applicant's $1.00 
amortized cost price per share may result in material 
dilution or any other unfair result to investors or 
existing stockholders, it shall take such action as it 
deems appropriate to eliminate or reduce to the 
extent reasonably practicable such dilution or unfair 
result, which may include: redemption of shares in 
kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten the 
average maturity of the Applicant’s portfolio; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 
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(3) The Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that the Applicant will not 
(a) purchase any instrument with a remaining 
maturity of greater than one year, or (b) maintain a 
dollar-weighted average portfolio maturity in 
excess of 120 days.’ 


(4) The Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modification 
thereto) described in condition 1 above, and the 
Applicant will record, maintain and preserved for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
board of directors’ considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the board of directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 


pursuant to rules adopted under Section 31(a) ofthe 
Act. 


(5) The Applicant will limit its portfolio instruments, 
including repurchase agreements, to those U.S. 
dollar-denominated instruments which the board of 
directors determines present minimal credit risks, 





1The Applicant states that to fulfill this condition, it 
intends to use actual quotations or estimates of 
market value reflecting current market conditions 
chosen by its board of directors in the exercise of its 
discretion to be appropriate indicators of value. In 
addition, the Applicant states that the quotations or 
estimates utilized may include, inter alia, (1) 
quotations or estimates of market value for 
individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market investments published by reputable 
sources. 


7In fulfilling this latter condition, if the disposition of 
a portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, the 
Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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and which are of “high quality” as determined by any 
major rating service or, in the case of any instrument 
that is not rated, of comparable quality as 
determined by the board of directors. 


(6) The Applicant will include in each quarterly 
report, as an attachment to Form N-1Q, a statement 
as to whether any action pursuant to condition 2(c) 
above was taken during the preceding fiscal quarter, 
and, if any action was taken, such attachment will 
describe the nature and circumstances of such 
action. 


The Applicant represents that its board of directors 
has determined in good faith that in light of the facts 
and circumstances described above, and subject to 
compliance with the above conditions, the 
amortized cost method of valuation would be 
appropriate and preferable for the Applicant. The 
Applicant further represents that the granting of the 
requested exemptions is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 28, 1980, at 


5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 


shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11430/November 5, 1980 


In the Matter of 


1ST REAL PROPERTY SECURITIES FUND 
c/o Gregory C. Welton 

1417 Via Arco 

Palos Verdes Estates, California 90274 


(811-2231) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion, that lst Real Property Securities 
Fund (“Fund”), registered under the Act as a closed- 
end, non-diversified management investment 
company, has ceased to be an investment company 
as defined by the Act. 


The Fund registered under the Act on October 4, 
1971. Information contained in the files of the 
Commission indicates that the Fund’s registration 
statement under the Securities Act of 1933 (File No. 
2-42039) was ordered abandoned by the 
Commission on May 8, 1975. In addition, the fund 
has never filed the annual and periodic reports 
required by Section 30 of the Act. Moreover, efforts 
by the staff of the Division to contact the Fund have 
been unsuccessful. Thus, it appears that the Fundis 
not currently engaged in the business of an 
investment company. 


SEC DOCKET/513 





Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 1, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified ifthe Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon the Fund at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11431/November 6, 1980 


In the Matter of 


COCA-COLA INTERNATIONAL CORPORATION 
251 Trust Company of Georgia Building 
Atlanta, Georgia 30303 


(811-443) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER OF THE COMMISSION 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Coca-Cola 
International Corporation (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) 
aS an open-end, non-diversified, management 
investment company, filed an application on 
October 15, 1980, pursuant to Section 8(f) of the Act, 
for an order of the Commission declaring that 
Applicant has ceased to be an investment company 
as that term is defined in the Act. All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant was incorporated under the laws of the 
State of Delaware on November 18, 1922. It 
registered under the Act on May 19, 1941, and was 
exempted from the provisions of Sections 8(b) and 
30(d) of the Act by an order of the Commission dated 
August 12, 1941 (Investment Company Act Release 
No. 188). Applicant has never filed a registration 
statement pursuant to the Securities Act of 1933, 
and thus has never made a public offering of its 
securities. As of March 31, 1980, Applicant’s assets, 
other than approximately $1,247,802 in cash and 
cash equivalents, consisted of 17,981,376 shares of 
the common stock of The Coca-Cola Company 
(“Coca-Cola”), a Delaware Corporation. As of August 
7, 1980, Applicant had outstanding 92,991 shares of 
its common stock with an aggregate net asset value, 
exclusive of the value of its shares of common stock 
of Coca-Cola ($657,260,388), of $348,294.40, or 
3.74546 per share. Such shares were held by 560 
stockholders of record. 


Applicant states that its Board of Directors on March 
5, 1980, adopted a Plan of Complete Liquidation (the 
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“Plan’), and that, in accordance with the 
requirements of Delaware law, Applicant’s 
stockholders approved the Plan at a special meeting 
of stockholders held on July 31, 1980. Pursuant to 
the Plan, Applicant transferred $22,825.90 to the 
trustees of a liquidating trust (the “Trustees”), who 
will use the assets to satisfy any contingent or 
unascertained obligations of Applicant which may 
become payable in the future. The application states 
that expenses in connection with its liquidation, 
aggregating approximately $260,000, were paid by 
Applicant. Applicant, in early August, 1980, 
distributed to its stockholders 17,854,272 shares of 
Coca-Cola and $325,468.50 in cash. The 
distribution to stockholders was effected by a 
transfer to Trust Company Bank, which is acting as 
Exchange Agent under the Plan on behalf of the 
stockholders (the “Exchange Agent’). The 
application states that upon surrender of his 
certificate, or certificates, representing shares of 
common stock in Applicant to the Exchange Agent, 
each stockholder will receive his pro rata portion of 
the assets transferred to the Exchange Agent. In 
addition, Applicant states that the Trustees will 
terminate the liquidating trust on or before August 1, 
1983; and at that time the Trustees will transfer all 
assets remaining in the liquidating trust to the 
Exchange Agent, for distribution pro rata to 
Applicant’s stockholders. 


Applicant asserts that it currently has no assets, that 
to the best of its knowledge its outstanding debts and 
liabilities do not exceed the amount transferred to 
the Trustees under the liquidating trust, and that itis 
not currently a party to any litigation or 
administrative proceedings. The application also 
states that Applicant is not now engaged, and does 
not propose to engage, in any business activities 
other than those necessary for the winding up of its 
affairs. Finally, Applicant states that it filed a 
Certificate of Dissolution with the Secretary of State 
of Delaware on August 6, 1980, thereby effecting 
Applicant’s formal dissolution. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 


it shall so declare by order and, upon the 
effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 30, 1980, at 
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5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon Applicant 
at the address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11432/November 6, 1980 


In the Matter of 


MEXICO FUND 

Suite 318 

1150 Anchorage Lane 
San Diego, CA 92106 


(811-2409) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940 


On September 24, 1980, a notice was issued 
(Investment Company Act Release No. 11370) 
stating that the Commission proposed, pursuant to 
Section 8(f) of the Investment Company Act of 1940 
(“Act”), to declare by order on its own motion that 
Mexico Fund (“Fund”), registered under the Act as a 
closed-end, diversified management investment 
company, has ceased to be an investment company 
as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 


of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Mexico Fund under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11433/November 6, 1980 


In the Matter of 


THE FIRST GUARDIAN SECURITIES 
CORPORATION 

20 Pine Street 

New York, New York 10005 


(811-535) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940 


On September 23, 1980, a notice was issued 
(Investment Company Act Release No. 11369) 
stating that the Commission proposed, pursuant to 
Section 8(f) of the Investment Company Act of 1940 
(“Act”), to declare by order on its own motion that 
The First Guardian Securities Corporation (“Fund”), 
registered under the Act as a closed-end, non- 
diversified management investment company, has 
ceased to be an investment company as defined in 
the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of The First Guardian Securities 
Corporation under the Act shall forthwith cease to be 
in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11434/November 6, 1980 


In the Matter of 


PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM INTERNATIONAL EQUITIES FUND, INC. 
THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 

PUTNAM HIGH YIELD TRUST 

THE PUTNAM INCOME FUND, INC. 
PUTNAM INVESTORS FUND, INC. 
PUTNAM OPTION INCOME TRUST 
PUTNAM TAX EXEMPT INCOME FUND 
PUTNAM VISTA FUND, INC. 

PUTNAM VOYAGER FUND, INC. 

PUTNAM FUND DISTRIBUTORS, INC. 

265 Franklin Street 

Boston, MA 02110 

and 

CHEMICAL FUND, INC. 

SURVEYOR FUND, INC. 

61 Broadway 

New York, NY 10006 


(812-2280) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
AMENDING CERTAIN ORDERS OF EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND RULE 22d-1 
THEREUNDER 


NOTICE IS HEREBY GIVEN that Putnam Convertible 
Fund, Inc., Putnam International Equities Fund, Inc., 
The George Putnam Fund of Boston, The Putnam 
Growth Fund, Putnam High Yield Trust (“High 
Yield”), The Putnam Income Fund, Inc., Putnam 
Investors Fund, Inc., Putnam Option Income Trust, 
Putnam Tax Exempt Income Fund (“Tax Exempt”), 
Putnam Vista Fund, Inc., Putnam Voyager Fund, Inc. 
(collectively, “Putnam Funds”), Chemical Fund, Inc. 
(“Chemical”), and Surveyor Fund, Inc. (“Surveyor”), 
diversified, open-end, management investment 
companies registered under the Investment 
Company Act of 1940 (“Act”), and Putnam Fund 
Distributors, Inc. (“Distributor”) (collectively, 
“Applicants”), filed an application on April 11, 1980, 
with an amendment thereto on August 1, 1980, for 
an order, pursuant to Section 6(c) of the Act, 
amending the following orders of exemption from 
Section 22(d) of the Act and Rule 22d-1 thereunder: 
Putnam Convertible Fund, Inc., et al., Investment 
Company Act Rel. No. 9794 (June 2, 1977); Putnam 
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Convertible Fund, Inc., et al., Investment Company 
Act Rel. No. 9918 (Sept. 7, 1977); Putnam 
Convertible Fund, Inc., et al., Investment Company 
Act Rel. No. 10535 (Dec. 22, 1978). All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicants state that Distributor serves as principal 
underwriter for the Putnam Funds, Chemical and 
Surveyor, and that it is a wholly-owned subsidiary of 
Marsh & McLennan Management Company, a 
holding company whose other subsidiaries include 
The Putnam Management Company, Inc., which 
serves as investment manager for the Putnam 
Funds, and Eberstadt Asset Management, Inc., 
whose subsidiary, Eberstadt Fund Management, 
Inc., serves as investment manager of Chemical and 
Surveyor. According to the application, Marsh & 
McLennan Management Company is a wholly- 
owned subsidiary of Marsh & McLennan Companies, 
Inc., a publicly-owned company. 


Applicants state that Eberstadt Fund Management, 
Inc., became a subsidiary of Marsh & McLennan 
Companies, Inc., in April, 1979, following the 
transfer of the investment management business of 
F. Eberstadt & Co., Inc., and that Distributor 
subsequently became principal underwriter for 
Chemical and Surveyor. 


Investment Company Act Release No. 9794 permits 
sales at net asset value of the securities of the 
Putnam Funds (other than High Yield) to tax- 
qualified employee benefit plans for employees of 
Distributor and its affiliates. For a summary of the 
reasons asserted for the issuance of that order, see 
Investment Company Act Release No. 9759. 
Applicants request an amendment of the order 
contained in Release No. 9794 to permit such sales 
of the securities of High Yield, Chemical, Surveyor 
and any new open-end management investment 
company (‘‘New Fund’) having Putnam 
Management Company, Inc., or Eberstadt Fund 
Management, Inc. (or their successors or corporate 
affiliates) as its investment manager or having 
Distributor (or its successors or corporate affiliates) 
as its principal underwriter. 


Investment Company Act Release No. 9918 permits 
sales of the securities of the Putnam Funds (other 
than Tax Exempt and High Yield) at net asset value 
plus a sales charge of 4.5% of the offering price 
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(without variance regardless of the quantity 
purchased) to members of qualified groups (as 
defined in application 812-4082). For a summary of 
the reasons asserted for the issuance of the order 
contained in Release No. 9918, and of the definition 
of qualified groups, see Investment Company Act 
Release No. 9878. Applicants request an 
amendment of that order to permit such sales of the 
securities of High Yield, Tax Exempt, Chemical, 
Surveyor and any New Fund. 


Investment Company Act Release No. 10535 
permits sales of the securities of the Putnam Funds 
at net asset value to employees of Marsh & 
McLennan Asset Management Company and of its 
subsidiaries which provide investment 
management and related services who are 
participants in a non-tax qualified employee benefit 
plan described in application 812-4367. For a 
summary of the reasons asserted for the issuance of 
the order contained in Release No. 10535 and a 
description of the employee benefit plan, see 
Investment Company Act Release No. 10491. 
Applicants request an amendment of that order to 
permit such sales of the securities of Chemical, 
Surveyor and any New Fund. 


Section 22(d) of the Act provides, in part, that no 
registered investment company shall sell any 
redeemable security issued by it to any person 
except either to or through a principal underwriter 
for distribution or at a current offering price 
described in the prospectus, and, if such class of 
security is being currently offered to the public by or 
through an underwriter, no principal underwriter of 
such security and no dealer shall sell any such 
security to any person except a dealer, a principal 
underwriter, or the issuer except at a current public 
offering price described inthe prospectus. Rule 22d- 
1 provides an exemption from Section 22(d) to the 
extent necessary to permit the sale of redeemable 
securities of a registered investment company at 
prices which reflect reductions in or eliminations of 
the sales load under certain stated circumstances. 


Section 6(c) of the Act provides that the 
Commission, by rules and regulations upon its own 


motion, or by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any 
provision or provisions of the Act or any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or apropriate in the public 
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interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicants submit that amendment of the existing 
exemptions from Section 22(d) of the Act and Rule 
22d-1 thereunder, as requested inthe application, is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the Act, and that 
Applicants are entitled to such amendments for 
reasons identical to those set forth in the 
applications on which such exemptions originally 
were based. Applicants assert that they are entitled 
to the amendment of such Section 22(d) exemptions 
to include sales of New Funds because such 
amendments would preclude the need for future 
applications of this nature seeking only to extend 
prior orders to cover securities of investment 
companies that have been organized by or have 
engaged. a common investment manager or 
principal underwriter since the date of such prior 
orders and would thus save the Commission and its 
staff and the Applicants and such investment 
companies unnecessary and deplicative effort and 
expense. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 1, 1980, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified ifthe Commission 
shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the 
addresses stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 9225/November 3, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
ROBINEX INTERNATIONAL, LTD. (United States 
District Court for the District of Columbia, Civil 
Action No. 80-1530) 


The Commission announced today that on October 
31, 1980 the United States District Court for the 
District of Columbia entered a Final Judgment of 


Permanent Injunction against Robinex 
International, Ltd., of Hollywood, Florida, 
(“Robinex”) restraining and enjoining Robinex from 
failing to file timely periodic reports and ordering it to 
comply with certain undertakings. Robinex, 
consenting to the entry of the Court’s judgment, 
admitted it had failed to file reports in a timely 
fashion. The Commission’s complaint was filed on 
June 20, 1980. 


The Complaint alleged that Robinex, as part of a 
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continuing course of violative conduct, failed to 
timely file with the Commission certain Annual 
Reports and Quarterly Reports required to have been 
filed. Robinex has agreed to adopt procedures to 
assure timely filing of reports required to be filed 
under the Securities Exchange Act of 1934. 





Litigation Release No. 9226/November 3, 1980 


SEC v. MISTER DISCOUNT STOCKBROKERS, INC. 
(N.D. Ill. 8002795) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on October 15, 1980 
Federal Judge Prentice H. Marshall, sitting at 
Chicago, Illinois, entered an Order of Permanent 
Injunction against Mister Discount Stockbrokers, 
Inc. (Mr. Discount) of Chicago, Illinois. This 
injunction was entered with the consent of the 
defendant brokerage firm and barred it from future 
violations of the Commission’s net capital, customer 
protection and books and records provisions of the 
Federal securities laws. 


The Commission was joined inthis action, which was 
filed June 3, 1980, by the Securities Investor 
Protection Corporation (SIPC), which requested the 
entry of a protective decree adjudicating that the 
customers of Mr. Discount were in need of protection 
under the provisions of the Securities Investor 
Protection Act of 1970. 


On the same date Mr. Discount consented to the 
appointment of a SIPC trustee who is proceeding 
with the orderly liquidation of the defendant 
brokerage firm. 





Litigation Release No. 9227/November 4, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
CHARLES W. PETERSEN AND JOSEPH F. X. GILLIN 
(United States District Court for the District of 
Columbia, Civii Action No. 80-2819) 


The Commission today announced that the United 


States District Court for the District of Columbia 
entered Final Judgments of Permanent Injunction 
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against Charles W. Petersen, of Huntington Valley, 
Pennsylvania, and Joseph F. X. Gillin, of Drexel Hill, 
Pennsylvania. Petersen, formerly Executive Vice 
President of J. B. Lippincott Company, and Gillin, 
formerly the Treasurer and Comptroller of 
Lippincott, were enjoined from violating the periodic 
reporting provisions of the Securities Exchange Act 
of 1934. The Defendants consented to the entry of 
the Final Judgments of Permanent Injunction 
without admitting or denying the allegations in the 
Commission’s Complaint, which was filed today. 


It was alleged in the Complaint that Petersen and 
Gillin filed or caused to be filed annual and other 
periodic reports, including Lippincott’s Annual 
Report on Form 10-K for 1977 and Quarterly Reports 
for interim periods in 1977, which contained 
omissions and untrue statements of material facts. 
On March 31, 1978, following an announcement ofa 
tentative agreement for the merger of Lippincott and 
Harper & Row Publishers, Inc., Lippincott filed its 
Annual Report on Form 10-K for 1977 reporting net 
income of $32,277. In August 1978, following a pre- 
acquisition investigation by Harper & Row’s auditors 
of Lippincott’s books and a review by accountants on 
behalf of Lippincott, Lippincott filed an amendment 
to its Annual Report for 1977 reflecting substantial 
adjustments and reporting a net loss for 1977 of 
$1,876,000. The Commission alleged in the 
Complaint that net income, retained earnings and 
certain assets, including accounts receivable, of 
Lippincott were materially overstated in financial 
statements in Lippincott’s Annual Report as 
originally filed. It alleged that net income and 
accounts receivable were overstated due to, among 
other reasons, Lippincott’s failure to adjust its 
acco. ats to reflect forgiveness of indebtedness, 
erroneous balances, unreconciled differences 
between control and detail accounts and 
uncollectable amounts. Lippincott was merged into 
Harper & Row in September 1978 following a 
successful offer for Lippincott’s common stock 
under terms less favorable than originally 
announced. 





Litigation Release No. 9228/November 4, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
GERALD L. ROGERS, ET AL. (United States District 
Court for the Central District of California, Civil 
Action No. 80-04841) 
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The Securities and Exchange Commission 
announced that on November 3, 1980, the 
Honorable Marianna R. Pfaelzer, United States 
District Judge, Central District of California entered a 
temporary restraining order against Gerald L. 
Rogers, (“Rogers”) believed to be a resident of the 
Los Angeles, California area, International Monetary 
Exchange, S.A., (“IME”) of Panama and Woodland 
Hills, California area, and its officers, agents, 
servants, employees, and all persons and entities in 
active concert or participation with them. This order, 
which is in effect until November 12, 1980, prohibits 
Rogers and IME from, among other things, offering 
or selling “Gold for Tax Dollars.” The court also 
scheduled for November 12, 1980, a hearing on the 
Commission’s request for a preliminary injunction 
and its request that Rogers be held in civil contempt 
of an order entered in an earlier action. 





Litigation Release No. 9229/November 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
ROBERT M. ADLER, United States District Court for 
the District of Columbia (Civil Action No. 80-2830) 


The Securities and Exchange Commission 
announced that it initiated an injunctive action 
against Robert M. Adler of Washington, D.C., by the 
filing of a complaint charging Adler with violations of 
the registration and antifraud provisions of the 
Securities Act of 1933 and seeking injunctive and 
certain other equitable relief. In its Complaint, the 
Commission alleged that Adler, working in concert 
with Edward H. Heller and others, engaged in a 
scheme to defraud the public through the sale of 
unregistered securities — interests in tax shelter 
limited partnerships purportedly engaged in the 
business of cultivating and marketing horticultural 
products. The Commission instituted an injunctive 
action against Heller and these others on October 
14, 1980. See Securities Exchange Commission v. 
Edward H. Heller, et al., U.S.D.C., D.D.C., Civil Action 
No. 80-2608. The Commission further alleged that 
Adler prepared false and misleading tax opinions 
which were included in the offering circulars used in 
the offer and sale of these securities, that, prior to 
such circulars being used in the offer and sale of 
securities, he reviewed and helped prepare the 
offering circulars which contained other false and 
misleading statements concerning the application 
of investors’ funds, the failure to borrow additional 
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funds in order to make tax deductible purchases of 
horticultural products, and Heller's relationships 
with certain entities with which the partnerships did 
business and that he was engaged in the unlawful 
offer and sale of unregistered securities. 


On the same day of the filing of the Commission’s 
Complaint, the Commission’s action was settled by 
consent by the entry of a Final Judgment of 
Permanent Injunction enjoining Adler from violation 
of the registration and antifraud provisions of the 
Securities Act of 1933. The Final Judgment also 
prohibits Adler from disseminating his tax opinions 
rendered in connection with the offer or sale of 
securities described in the Commission’s Complaint 
and requires him to inform persons who inquire 
about such opinions that these opinions can no 
longer be relied upon. In addition, the Final 
Judgment prohibits Adler from practicing before the 
Commission or rendering tax or securities opinions 
or advice in connection with any offerings of 
securities to ten or more persons or any offerings of 
securities in tax shelters; however, the Final 
Judgment provides that after five years, upon an 
application to the Court and a proper showing, Adler 
may seek relief from the provisions barring him from 
practicing before the Commission or rendering tax 
or securities advice in connection with securities 
offerings. 





Litigation Release No. 9230/November 6, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
CARRIBA AIR, INC., ET AL., Civil Action No. C80- 
1918A (N.D. Ga., filed Nov. 5, 1980). 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission 
(the “Commission”), announced the filing of the 
Commission’s Complaint on November 5, 1980, in 
U.S. District Court for the Northern District of 
Georgia against Carriba Air, Inc. (“Carriba’), a 
Colorado corporation with its principal place of 
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business located in Isle Verde, Puerto Rico; Marvin 
Winograde of Napa, California, a_ principal 
shareholder, promoter, director and vice-president 
of Carriba; Gertrude Pollard, a principal shareholder, 
promoter, director and secretary-treasurer of 
Carriba; Richard Williams, a consultant employed by 
Carriba, and Frederick H. Rehm, Ill, president of 
Carriba. Ms. Pollard and Messrs. Williams and Rehm 
are residents of Puerto Rico. The Commission’s 
Complaint requests a temporary restraining order, 
preliminary and permanent injunctions against the 
defendants, and further requests the Court to 
impose a constructive trust over the proceeds of the 
recently concluded offer and sale of 12,000,000 
shares of Carriba common stock. Carriba is a newly 
formed corporation that recently received approval 
to operate a passenger airline in the Carribean area. 


The Commissioin’s Complaint alleges that the 
defendants have violated the anti-fraud provisions of 
the Securities Act of 1933 and the Securities 
Exchange Act of 1934 by selling common stock of 
Carriba to the general public pursuant to an S-18 
Registration Statement and related Prospectus in 
which the defendants made untrue statements of 
material facts and omitted to disclose material facts 
to Carriba’s investors, principally concerning the 
activities of the defendants and others in the failure 
of several similar airline ventures in Puerto Rico and 
Alaska during the past 11 years. 


Upon the filing of the Commission’s Complaint, the 
Honorable Robert Hall, U.S. District Judge in Atlanta, 
heard argument on the Commission’s request for a 
temporary restraining order, requiring the 
defendants to comply with the provisions of the 
federal securities laws and to refrain from wasting 
the proceeds of the Carriba stock offering. Counsel 
for Carriba represented that the proceeds of the 
offering would be returned to the purchasers; 
accordingly, Judge Hall took the matter under 
advisement. Further proceedings will continue on 
Monday, November 10, 1980 in Atlanta. 
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